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ness?—Position of the Steel Industry—The Market Prospect 


URING the past few weeks there has 

been a steady flow of what are called 
“stock dividends.” Corporations having 
large surpluses either in fact or on paper 
have declared distributions of their accumu- 
lated earnings, payable, however, in the 
form of certificates rather than in cash. 


The policy has aroused no little criticism in. 


Congress, and has apparently brought about 
a renewal of the ever present desire to tax 
heavily whatever is available for distribu- 
tion, whether in reality or in theory. The 
development of dividend payments of a real 
sort, distributabie in actual cash, has run a 
much slower course; and there are still many 
corporations who suspended payments dur- 
ing and after the depression of 1920 which 
have failed to resume them and which still 
are accordingly in a non-dividend-paying 
condition. 

What are the real rights of this situation? 
The public wants to get whatever earnings 
there are properly distributable upon its 
holdings of stock, and the corporations ought 
to stand ready to give stockholders whatever 
they are able to in the way of earnings. It 
is earnings or income that creates the basis 
for stock ownership, not paper promises 
which can be used to stimulate market quo- 
tations and to bring about advances of cur- 
rent values which are artificial or tem- 
porary. When such earnings are declared in 
cash, they are subject to such taxation as is 
in force at the time, and the only criticism 
that can be directed aghinst them is that 
they may be larger than our progressive 
legislators like to see. 


When dividends are declared in paper, and 
with the apparent intent on the part of their 
distributors to bring about fluctuations in 
the stock market, the motive of those who 
ordered them paid is open to suspicion, the 
more so if they are intended to serve only 


as a cloak or screen either for the fact that 
there is no real fund available for dividend 
payment or that the funds available are 
greater than should properly be used in such 
a distribution. The introduction of compli- 
cated, and apparently subtle, methods of 
financing is always of questionable wisdom; 
and in a time like the present when there is 
an extensive public opinion hostile to gains 
made through market fluctuations, any ac- 
tion which involves apparent inflation of 
stock liabilities is especially questionable 
propriety. 

All this has nothing to do with the legality, 
or the abstract ethics, of finance—it is a 
mere question of expediency. 


What the public does want and has a right 
to ask is that, through the collaboration of 
our industrial managers and of Congress, 
there shall be a restoration of such condi- 
tions of cost and price as will permit the 
payment of regular and genuine dividends 
on the whole body of legitimate obligations, 
representing real investments of wealth, 
that are outstanding. If such collaboration 
can be had, a return to sound investment 
finance may be expected, and there will be 
no need for the sinuosities of stock dividend 
issues or for other fictions designed to hide 
profits or to afford a substitute for them. 


Congress, however, shows no apparent in- 
tention either of lightening taxation or of 
rendering it simpler, and because it fails to 
do so it consequently tends to make the task 
of straightforward financing vastly more 
difficult. The threats in which legislators 
indulge with respect to their probable future 
policy of financing, are even more to be re- 
gretted and are even less defensible than 
their actual measures. They invitably drive 
corporations into hasty and ill-judged meth- 
ods of financing designed to anticipate or 
evade the results of hostile legislation, and 
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they also tend to impair the confidence of 
the rank and file of the public in matters of 
stock and securities issue and sale. As for 
corporate managers themselves, the stock 
dividend habit tends to promote the prac- 
tice of operating plants with one eye on the 
stock ticker when both eyes are needed for 
the task of industrial management. We have 
fallen into bad habits of late years, both 
legislatively and industrially, and the time 
has come to mend them. Fortunately the 
response of the market to the stimulus af- 
forded by the stock dividend method has 
not been enough of late to encourage those 
who are addicted to the practice in continu- 
ing it. 
” ” * 
NEW BURDENS RESIDENT HARD- 
FOR THE ING has opened the 
TREASURY new session of Congress 
with a request for a ship 
subsidy. This was in line with expectation, 
and consequently need not cause surprise. 
The President estimates the expense as not 
more than about 20 millions per annum, but 
the fact is that most estimators regard it as 
not likely to be less than 50 millions. This, 
of course, must be added to an outlay for 
shipping which already runs to 50 millions 
in current expense. 
President Harding, it is true, in common 
with most advocates of the ship subsidy, 


urges that the new measure will result in 
cutting down the total amount of expense 
for shipping, which should mean that 20 
millions spent on subsidies will have the ef- 
fect of cutting off more than 20 millions now 
spent on the Shipping Board. This, unfor- 


tunately, is purely an assumption. The re- 
duction in the cost of ship operation to 
the Government would presumably come 
through the sale of vessels to private owners, 
subject to a subsidy payable for operation. 
This would take some time to bring about, 
and would always be limited by the number 
of vessels that could be sold in this way. 

In the hearings of last year, the evidence 
seemed to be strongly to the effect that there 
would be only a slow and limited sale for 
vessels, even with the subsidy. It might be 
argued that, if the vessels are slowly sold, 
the amount paid for subsidy would be cor- 
respondingly small, but the subsidy bill re- 
quires that the total amount of the subsidy 
be immediately segregated in the Treasury. 
The Government, in short, would have to pay 
the entire amount of the subsidy from the 
very beginning. It must be conceded, then, 
that for some time.to come the new bill 
would add to a Treasury which is already 
650 millions behind for this year, an extra 
burden of at least 40 millions on current ex- 
pense account. This is, to say the least, a 
serious situation. 


HE proposal to add 
FOR to the expenses for 
BUSINESS Government comes at a 

time when stock values 
are declining, and when the prospects of 
business seem to be certainly less favorable 
than has heretofore been the case. For some 
time past, it has seemed as if trade were 
practically at top-notch level, except in so 
far as foreign business might result in cre- 
ating fresh demand for goods. October ex- 
ports show an increase, but the ten months 
ending with October are nearly 25 per cent 
behind the same ten months of last year. 
Our foreign trade is, in short, off one- 
quarter. 

Now there is no possible or conceivable 
expansion of domestic trade that can take 
up this “slack,” especially when we remem- 
ber that the prices of our exports have been 
higher this year, so that the falling off, if 
measured in units of goods, is certainly 
greater than it seems to be when measured 
in units of money. In fact, the volume of 
our domestic trade is slightly on the wane 
in a number of directions. Business will not 
be able to do any more for the Government 
than it has been doing and, as is well known, 
current income-tax receipts bid fair to show 
a reduction of about one-third for the cur- 
rent year. The final instalment, payable 
December 15, shows no symptoms of being 
any larger, proportionately speaking, than 
the three which have preceded it during 
1922. 


In brief, the outcome of larger Govern- 
ment expense and larger taxation, is likely 
to be that of curtailing business activity, 
and of reducing the actual amount of the 
Government’s income still further. In this 
situation, present and prospective, is seen 
the real root of the evil which takes shape 
on the surface in lessened values of secur- 
ities. It is a difficult problem that the com- 
munity has to face, but perhaps the first 
method of meeting it is to cut down Govern- 
ment expense and to avoid all extravagance. 


OUTLOOK 


* * * 


N these circumstances, 
OF CON- not a few persons are 
SUMPTION looking anxiously to the 

question whether a so- 
called “buyers’ strike” may once more be ex- 
pected. There has*been a marked advance 
in many classes of goods at retail, and this 
appears abnormal, in view of the fact that 
wholesale prices are not increasing very 
rapidly—in some lines not at all—while in 
Canada there has been a recession of whole- 
sale prices and a similar check through ex- 
pansion abroad. The question whether the 
ordinary buyer is not feeling the high cost 
of living, to such an extent that he is prac- 
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tically under the necessity of reducing his 
outlay, is thus of no small importance. 

There are many investigators, certainly, 
who hold to the belief that the advance in 
prices has already overtaken normal ad- 
vances in wages and incomes of all descrip- 
tions. Assuming that this is true, further 
enlargement of costs at retail will almost in- 
evitably bring about further restriction of 
purchasing, with the result that companies 
which have been basing their hopes for 
larger earnings upon the maintenance of 
production, or an increase therein, will find 
themselves obliged to give up the forecasts 
in which they had thus indulged. 


OW this situation is 

viewed from the 
standpoint of basic in- 
dustry is illustrated by 
the Bethlehem-Midvale steel merger. Under 
the terms of this arrangement Bethlehem 
absorbs the Midvale company, and whatever 
may be said as to ulterior reasons for the 
action, the fact remains that neither concern 
has been overly profitable of late, and that 
the steel industry as a whole has been in an 
unfavorable position. This is due to the fact 
that, notwithsanding the high prices which 
it charges, it has been unable to show very 
good net earnings, and was able to do as 
well as it has only on condition that its vol- 
ume of turnover remain very considerable. 

The advances in prices that have taken 

place during recent weeks, have, however, 
brought their own retribution by cutting 
down demand for building materials and 
materials of manufacture, and by bringing 
about a restriction of purchasing in other 
lines. The question whether the new com- 
bination can reduce costs, and so bring 
about a reduction of prices, is thus funda- 
mentally important, and the future course 
of the stock of the combination is likely to 
depend very largely upon the extent to which 
it succeeds in reducing actual expense of 
operation, and also upon the extent to which 
it is successful in lowering prices to the 
public (and so increasing d@émand) as a re- 
sult of cheaper costs per unit. Unless these 
objects should be accomplished, there will 
speedily be found to be no advantage what- 
ever in the combination, but, on the con- 
trary, it will be likely to be of only tempor- 
ary or superficial help to current values. 
” oe * 


HE past two or three 

weeks have been re- 
markable for the extreme 
fluctuations in exchange 
which have been characteristic. Francs 
have moved sharply up and down and there 
have been great variations in other cur- 
rencies. The condition of European politics 
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has been so disturbed as to furnish a good 
deal of warrant for these erratic movements, 
but the principal basis of them is found in 
the fact that there has been so little sound 
financing of American trade with foreign 
countries available. 

The banks are now practically out of 
short-term finance except on the narrowest 
and most conservative basis, while the local 
sale of foreign bonds and securities has 
almost died away to nothing. In these cir- 
cumstances, the market is naturally greatly 
subject to serious inflation or depression 
according as speculation may dictate, and 
there is a tendency to leave prices without 
any well-defined trend. 

Such a condition is almost inseparable 
from a state of things in which foreign 
trade is without positive basis in finance and 
in which the placing of long term obliga- 
tions designed to equalize balances of trade 
is out of the question. As things stand, the 
holding of foreign currencies has become the 
sheerest sort of speculation, while of course 
securities stated in such currencies have 
tended to follow the quotation of the money 
in which they are expressed. 

* o + 


HE October-Novem- 

ber decline resulted 
in a loss in the average 
price of fifty stocks 
amounting to 13 points, equal to about 37% 
of the previous bull market. The rally up 
to the end of last week averaged nearly 5 
points. This recovery was due principally 
to the rapid marking up of a few issues 
the rank and file being rather sluggish on 
the up-turn. ; 

At the low levels there appeared no prep- 
aration for a resumption of the so-called 
primary upward movement. Instead we 
found merely sufficient to indicate a rally 
such as naturally follows an extended de- 
cline, and up to this time we see plenty of 
evidence that large operators are selling or 
would like to sell out what they bought. 

The market on Saturday and Monday was 
rather thin, and stocks were hard to sell in 
any quantity without depressing prices. The 
public bought a little at the low points but 
did not follow prices up and by December 
3rd had practically assumed a neutral atti- 
tude. The pools are badly crippled and the 
banks are unwilling to finance further im- 
portant operations in this field. 

The decline was probably the market’s 
way of forecasting a change in business 
conditions during the next several months. 
If we may be allowed to express the possible 
reason, it is, in brief, that while gross busi- 
ness may be large, the net profit is not there. 

There is no reason to change our previous 
opinion that this is a bear market. 

Monday, December 4, 1922. 
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HE last election in its effects on business 
is likely to be the most significant in the 
recent history of this country. In order that 
our readers may understand more fully the 
exact aims of the radical leaders in Congress, 
now through virtue of the election in a for- 
midable position, we have asked Senator Ladd, 
of North Dakota, an avowed Progressive and 
one of the leaders of the radical element, to 
















viewing the outlook apprehensively. 


ROM the point of view of the im- 

movable Tory, I am a double-dyed 

political villain, for I am both a 
member of the farm bloc in the Senate 
and an avowed progressive. If you look 
in the Congressional Directory you will 
find that I am one of the two members of 
that body who qualified his straight party 
classification, my designation being Non- 
Partisan Republican. Some Farm Bloc- 
ers are progressives and some are not, 
and some progressives are not Farm 
Blocers. The terms are not co-equal. I 
am proud to be of both groups, even 
though the name progressive is rather 
vague. 

You say that Non-Partisan Republican 
is a self-contradictory designation. Of 
course, the non-partisan part is merely 
short for Non-Partisan League, which 
has been making some noise in our cor- 
ner of the country for some ten years 
past; but even so, I admit the contradic- 
tion. It is typical of the political flux of 
these days. A farm bloc, or any other 
bloc, is superficially inconsistent in a 
country where the dual party system has 
become a part ot the unwritten constitu- 
tion. So is Senator La Follette’s call for 
a meeting of progressives of both parties 
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state their platform. He has done so in this 
article—frankly and succinctly. Among other 
things, he proposes steps leading ultimately to 
Government ownership of the railroads, coal 
mines, public utilities; the restoration of high 
excess-profils taxes and the taxation of corporate 
surpluses. Never in the history of this republic 
has such extremely radical legislation been in 
prospect. Under the circumstances, it is not re- 
markable that big business interests should be 






HON. EDWIN FREEMONT LADD 


What Do We Radicals Want? 


A Plain Statement of the Pur- 
poses of the Progressive Wing 


As Told to Theodore M. Knappen 


at the very same time that he disclaims 
any third party intentions—at least at 
this time. Blocs anc other obliterations 
of party lines at the same time that those 
lines are nominally maintained in a sort 
of way, are merely the symptoms of the 
decadence of the Democratic and Repub- 
lican parties under their present leader- 
ships. As a matter of fact, both parties 
are as dead as the hairy mammoths. They 
are only memories and names. 


Beginnings of a New Era 


Our politics is now in a whirlpool, 
milling aroun’ before it gets ready to 
shoot off on-a new line of progress. Great 
events are in the making. Hence the con- 
sistent inconsistency of men calling them- 
selves Republicans and Democrats and 
acting like neither. The partisans have 
become non-partisans and the real par- 
tisans—myself, for instance—have to call 
ourselves non-partisan, or progressive, or 
something else, for I am a firm believer 
in the dual party system of government. 
But real parties are necessary to it. We 
are shuffling off the dead skins of old 
names now and are getting ready for a 
new line-up. Maybe for a while there 
will have to be a third party, until the old 
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parties admit their demise or are resur- 
rected. 

What I hope to see, and believe is com- 
ing, is a straight-out cleavage between 
Conservatives and Progressives. At pres- 
ent both the old parties are divided into 
two camps which are trying to carry on 
conflicting campaigns under a common 
banner. When the present eclipse of the 
parties is over, you will find a realign- 
fhent such as came before the Civil War. 
It may be that one of the existing parties 
will surrender entirely to the liberals and 
the other to the conservatives, but that 
will be little more than a matter of name 
and shell. When the present seething is 
over we are likely to have essentially new 
organizations for the respective shelter- 
ing of conservatives and liberals. That 
is what we ought to have. 

Now, no American ought to be afraid 
of a progressive or liberal movement. 
Of course, I am not including any of. the 
old-world political and social follies in 
these terms. They are mostly reversions 
and reactions rather than progress. I 
think it may be safely said generally that 
Americans have always believed, at least 
academically. in liberalism and progress. 
We have always looked forward to better 
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times for all men. We have 
believed in the optimistic doc- 
trine of progress. Some of us 
are in more of a hurry for re- a 
forms than others. They are 
the liberals. Once they were 
called Republicans, later Demo- 
crats,- and then again Repub- 
leans. Some of us want to 2 
taper onto our betterments and . 

few don’t want any change. 
‘hey were first called Federal- 
ists, then Whigs, and latterly 


Republicans. Now we have 
come into a time when both 4, 
parties are organizations for 5. 





PLATFORM OF THE PROGRESSIVES 


Modification of the Esch-Cummins law (Trans- 
portation Act of 1920) leading to immediate 
reduction of freight and passenger rates and 
ultimately to Government ownership and control 
of the railroads. 
Government ownership of coal mines, forests and 
public utilities. 
3. Credits for farmers and stabilization of the price 
of farm product staples such as wheat, corn, 
cotton and wool. 

Modification of the Federal Reserve Act. 


Taxation of excess profits, increased surtaxes on 


afterwards, instead of the 
other way around. I admit the 
bankers needed relief, but they 
should have got it through 
farmers, that is, from the im- 
proved position of their pa- 
trons. 

Second. We must stabilize 
by Federal Government action 
prices of a few staples. A year 
ago, when I introduced my 
price stabilization bill, I named 
wheat, corn, cotton and wool 
as the staples to be stabilized. 
Wool has been taken care of 
by the new tariff, but the tariff 








obtaining power for its own large incomes and taxation of Corporation sur- cannot adequately deal with 
sake and not for political prin- ] corn, wheat and cotton, of 
pluses. ; 

ciple. So to have properly which we have exportable sur- 
unctioning party government pluses. Price stabilization by 
ve need a new alignment. ; ’ governmental action sounds 
Pending such alignment reforms and vate business. We should face the situa- very heretical and very unsound, but it is 


progress must do as best they can by 
operating across party lines. 


The Platform of the Progressives 


What do we liberals or progresives want? 
\s is the historic nature of such political 
groups, the want varies with each indi- 
vidual. Progressivism is a state of mind 
rather than a platform, and we shall be 
wise if we leave it there and address our- 
selves to issues as they arise, rather to 
doctrines. Just now, for instance, I 
am against the ship subsidy measure. I 
elieve it is thoroughly vicious as drawn. 
Yet I would like to see a big and success- 
ful American marine, and would support 
, sound measure. On the whole, though, 
ather than sell the ships for ridiculous 
wrices, lend Government money at 2% 
and pay subsidies that will get larger and 
arger each year and get ourselves tied 
up with a privileged class for an indefi- 
iite period, I would prefer to have the 
rovernment keep its ships and operate 
hem at a loss—at least until the world 
settles down and we know where we 
tand. Perhaps continued Government 
wnership is the only solution of the 
vroblems. 

As for the railroads, we must have 
lower transportation costs; and the Esch- 
Cummins law needs general overhauling. 
[hese proposed consolidations of railway 
ystems will bear watck:ng. Whatever 
ve do should be done with a view to ulti- 
mate Government ownership. There is 
no getting away from that. We have 
ecessarily so legislated that the railways 
annot consistently be operated for profit. 
We have rightly forced them to sacrifice 
heir business interests to the public 
rood. If our policy is not to let them be 
private we have got to make them public. 
To do neither is to do nothing. The 
simple fact is .that transportation has 
srown into a public functiou, and in a 

broad sense has 
a, ceased to be a pri- 
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tion boldly and shape our railway policy 
towards Government ownership. I would 
not do it all at once, however. We must 
grow up to the job. 

Some of my friends were surprised be- 
cause I favored turning Muscle Shoals 
over to Henry Ford instead of standing 
for Government ownership. My answer 
was that both the old parties were too 
rotten to entrust such a Government job 
to. We must have good government be- 
fore we have much Government owner- 
ship. So we must go slowly and endure 
some of our present ills until we are 
strong enough for the task. Yet there 
is no hope for the future if government 
can't be improved according to its grow- 
ing responsibilities. Community life has 
become too vast and complex for the con- 

nued discharge by private agencies of 
some functions, and if Government can 
not be made honest and efficient enough 
to handle them we are in a bad way. 


Private Ownership Outgrown? 


Private ownership is no longer equal to 
the commonly beneficial administration 
of public utilities, railways, coal mines 
and forests. The only hope for their 
utilization in the common interest is in 
public ownership—but, as I said, we must 
improve Government before it can take 
up all these gigantic tasks. 

One of the big forward-looking things 
that must be attended to at once is the 
improvement of the status of our farm- 
ers. This is not class legislation; it is 
everybody’s business. Three steps are 
necessary. 

First. We must establish a rural cred- 
its system of and for the farmers and not 
for the bankers first and the farmers 
second. The revived War Finance Cor- 
poration has done a world of good be- 
cause Eugene Meyer has steadily admin- 
istered it for the farmers as far as its 
terms would permit, but inherently it 
was for the bankers first and the farmers 
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entirely feasible and has been successful- 
ly practiced in China for centuries. 

Third. We must have an export cor- 
poration for agricultural products, this 
again to be for the benefit of the farmers 
and not of the bankers. 

Every consideration of sound national 
policy requires that our agriculture be 
conserved. The country is the source of 
the nation’s life blood. National de- 
cadence will be coincident with rural 
decadence. Moreover, the time comes on 
apace with the growth of population, 
when we shall need every effort that an 
intelligent and energetic farm population 
can put forth to keep the nation indepen- 
dent of other countries in respect to the 
prime necessaries of life. How foolish it 
would be to let our farmers succumb to 
present conditions in the meantime! 

Just now, in their efforts to produce 
enough for home consumption, the farm- 
ers are almost certain to have surpluses 
in some lines that must be sold abroad. 
Yet we leave him and his whole annual 
welfare to the chance of that surplus’s 
price abroad, for if the surplus brings a 
ruinous price so does the residue. Not 
only that, but we fail to adapt our mod- 
ern financial institutions and commercial 
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Will Present Prosperity Continue? 


Direcc Answers to Important Ques- 


tions on the Outlook for Business 


ECENT issues of the Magazine 
have contained on this page a 
series of interviews with prominent 

leaders in finance and industry. Elbert 
H. Gary, Chairman of the U. S. Steel 
Corporation; George E. Roberts, Vice- 
President of the National City Bank; 
President Jonas of the Manufacturers 
Trust Co., and others have co-operated 
in making this page one of the most close- 
ly read in the Magazine. 

In this issue, we are glad to present 
the views of Mr. George M. Reynolds, 
nationally known as directing head of 
the Continental & Commercial National 
Bank of Chicago. Mr. Reynolds en- 
tertains frank, plain views on the great 
questions of the day, and does not hesi- 
tate to express them frankly and plainly. 

A series of vital questions which we 
recently asked him, with his answers 
thereto, follow: 


Q. Do you believe that it would be ad- 
visable at this time for the banks to en- 
courage expansion of credits? 

A. There is no reason why credit might 
not be freely extended to legitimate busi- 
ness. The gold reserve is, of course, 
ample and enterprise should be encour- 
aged, always keeping in mind that credit 
should not at any time be used recklessly. 

In my opinion, it would be a serious 
mistake to permit ourselves to plunge into 
unnecessary or unwise expansion merely 
because at this time we have enough gold 
to support a much larger volume of 
credits. 

Q. What is the position of the farmer 
in respect to other members of the 
community? 

A. The buying power of the farmer is 
limited and necessarily must be until con- 
ditions respecting the great agricultural 
industry have improved. Although crops 
have been good and there has been some 
recovery in the prices of farm products, 
for the present the farmer must make 
purchases in ; cautious manner. 

That the farming community will not 
have the degree of prosperity which will 
insure a normal market for factory out- 
put until there is a readju.tment in prices, 
is not a new thought, but one well worth 
re-stating until its truth becomes recog- 
nized. The farmer is receiving one-half, 
and, in some cases, not more than one- 
third the prices which he obtained during 
the war, while in the aggregate, what he 





Chairman Reynolds | believes 
that ultimately commodity prices 
will gravitate toward lower levels. 
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By GEORGE M. REYNOLDS 





GEORGE M. REYNOLDS 
Chairman of the Continental and Com- 


mercial National Bank of Chicago. 


buys is not very much below war-time 
figures. 

We cannot expect to remove this dis- 
parity in prices, which will prevent the 
return to a condition of full prosperity, 
so long as those engaged in other indus- 
tries insist upon war-time wages and 
war-time earnings. 

Q. Do you favor amendment of the 
present immigration laws in view of the 
growing shortage of labor? 

A. In my judgment we should endeavor 
to satisfy the demand for common labor. 
This is very necessary in rounding out 
production. A material falling off in the 
number of immigrants who come to our 
shores creates a shortage of common 
labor, particularly in periods of recovery 
such as we have experienced during this 
year. I would strongly recommend a lib- 
eral amendment of the immigration laws. 

Q. Is the tariff based so as to help or 
hinder business? 

A. It seems to me that in many respects 
the new tariff law was not wisely drafted. 
It is not apt to add momentum to the 
business recovery. 

A. Do you consider the railroads to be 
in a fundamentally sound position? 

A. The railroads are in a position 
where they need liberal treatment at the 
hands of legislators and commissions. 
The Esch-Cummins law has been of great 
assistance, but the roads continue to 
suffer from the harmful regulations ap- 
plied to them in years past. The losses 
due to the great strike constitute a heavy 
burden. 


If railroads are not bled white in the 
future, they may get back to that much- 
desired position where they will be one 
of the most important factors in sustain- 
ing prosperity in this country. They must 
have good earnings, but it will not do to 
take from them in wages and other costs 
such a percentage of the gross income as 
will leave them so little net that they can- 
not continue to attract capital for exten- 
sions and betterments. 

Business would go forward faster to- 
day if it were possible for the railroads 
to move freight with dispatch. Their 
inability to do so comes from the fact 
that for years they were compelled to 
submit to a starvation policy. It will take 
some years to overcome the effects of 
that short-sightedness. 

Q. What is the outlook for prices? 

A. So many elements enter into the 
movement of prices that I should hesitate 
to make a prediction as to what the trend 
might be from this time forward—at 
least for the immediate future. My be- 
lief is that in the long run quotations for 
commodities and merchandise generally 
must drop to lower levels. 

Q. What is the general present out- 
look? 


A. Excepting the conditions surround- 
ing the agricultural industry, the trans- 
portation problem and the foreign 
situation, the present basis of general 
business activity is sound and may con- 
tinue so throughout 1923, provided we use 
good judgment and do not allow our- 
selves to fall back into some of the errors 
of the past. Because of the exceptions 
noted, I do not look for anything in the 
nature of a boom. 





It is important to note the close simi- 
larity of the views on current business 
conditions and the business outlook held 
by Mr. Reynolds and Messrs. Roberts 
and Jonas, all three authorities agreeing 
that the present does not offer a sound 
basis for a pronounced boom period. 

Each of these authorities agrees that 
the situation in prospect is such that a 
higher price level for commodities is not 
to be expected. That their prediction is 
in fair way of being fulfilled at an early 
date may be seen from the fact that the 
average of commodity prices, as reported 
by all agencies, has already declined, this 
being the first instance of the sort in 
many months. 





He questions new tariff and 
does not believe that a boom in 
business is in sight. 
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Glimpses of the Leather Industry 


Views of the More-Important Steps in the Manufacture of 
Finished Leather from the Raw Product on the Ranges 


eae aa ee 








Ps 
: 











: ©. H-e= 
THE SOURCE 
Cattle on the Western ranges 





AN OBSOLETE PRACTICE 
Branding the cattle 









AN EXTRACT WORKS THE TANNERY 


Where tanning —- = made from products Where sole leather is tanned with chestnut extract 
of the forest 




















SOLE-LEATHER YARD SOLE-LEATHER BEAM HOUSE THE FINISHED PRODUCT 


Sunken vats containing tanning liquors Where fleshings and hair are removed Interior of one of the largest leather 
in which hides are hung and packed after hides have been soaked in the warehouses in the country 
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‘Can They Pay Their : ~ 


Debts to UsP 


A Common-Sense Solution of 
the Day’s Biggest Problem 


‘ HAT Is Your Solution?’’ So read an editorial announcement in recent 
Wy issues, calling attention of the investor-readers of the Magazine to the 
vast international debt problem confronting the Government of the United 

States and inviting readers to study the subject and submit such solutions as might 


occur to them. 


That the subject is of vital importance, that it has a direct bearing upon the 
affairs of every individual American business man is daily becoming clearer. Mr. 


Alvin Krech says, in another column: 


**Business cannot rest on a solid basis while 


Europe is in chaos”—and that statement reflects enlightened opinion as to the close 
relationship between European affairs and affairs in this country. 

The Magazine has already received a number of solutions of the debt problem 
in response to its invitation. One of these is printed below. Other solutions from 
readers would be equally welcome, the whole purpose being to help clarify a situa- 
tion which, if world trade is to go on, has got to be straightened out sooner or later. 


A Common-Sense Solution 


By Samuel B. Koons 


I F I were President of the United States 

I would look upon the European debts 
to the United States as a business propo- 
sition. 

I would look upon the status of our 
European debtors from the viewpoint of 
an American business man whose best 
customers have become practically insol- 
vent, who are unable to continue their 
normal rate of buying—whose affairs, in 
a word, have become so seriously involved 
that a meeting of creditors is eminently 
advisable. 

I would consider the international debt 
problem, not as a separate and single 
problem, but as one complicated by and 
having a direct bearing upon a number of 
other problems. Thus, I would clearly 
recognize : 

1. That the European indebtedness is 
economically and inseparably part of 
the Reparations Problem. 

2. That the Reparations Problem 
is economically an inseparable part 
of the Exchange Problem. 

3. That the Exchange Problem 
is economically inseparable from 
the International Tariff Prob- 
lem, because the imposition 
of excessive rates, inspired 
by anti-dumping hys- 
teria, tends to prevent 
the operation of a nat- 
ural law by which ad- 
verse trade balances 


consumed at home, it is nevertheless the 
determining factor in questions of price 
and normalcy of output of our primary 
and secondary producers. 

5. That there cannot be, for any 
length of time, either a normal opera- 
tion of our industries or relatively com- 
pensatory values obtained for our farm 
products until all these interlocking in- 
ternational problems have been solved. 

6. That any condition which adversely 
affects our farmers, miners or manu- 
facturers, must, sooner or later, exert 
an unfavorable influence upon the wel- 
fare of the majority of the people of 
the United States. 

I would contemplate calling an eco- 
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are corrected. 

4. That Exports De- 
termine Normalcy, i. e., 
that even though our 
exportable surplus of 
farm and manufac- 
tured products repre- 
sents a relatively small 
percentage of the total 
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nomic conference. And, unless there 
were diplomatic considerations of suffi- 
cient importance to outweigh the apparent 
need for immediate action, I should con- 
sider ways and means of calling such an 
economic conference at Washington. 

I would seek to enlighten the masses 
to assure receiving their support. | 
would do this in order to discredit, in ad- 
vance, any possible political obstruction- 
its, both within and without my party. 
I should seek to express the information 
I indirectly gave the people in elementary 
and understandable terms. I would strive 
to bring home to every citizen that it is 
to his individual interest to maintain the 
foreign market for our farmers, miners 
and manufacturers. I should try to help 
him understand what the economic con- 
sequences would be of having the Euro- 
pean debts paid through excessive ship- 
ments of commodities. 

I would anticipate narrow-visioned 
obstructionists. I should realize that 
any constructive acts would in all proba- 
bility be opposed by selfish and narrow- 
visioned political obstructionists, both 
within and without my party. 

I would appeal to all editors. I 
should appeal to the editors of the press 
throughout the country, in a confidential, 
non-partisan way, to undertake an elemen- 
tary educational campaign whereby citi- 
zens might learn that our 


country cannot hope for an en- 
during prosperity if Europe is permitted to 
remain practically in a state of bankruptcy. 
I would consult the congressional 
leaders of all parties. Before mak- 
ing any diplomatic moves, prepara- 
tory to calling an Economic Confer- 
ence in Washington, I would explain 
o these congressional lead- 
ts what I desired to under- 

ake. 

I would assume that 

ngland would prefer to 

e considered in the light 
of a solvent, creditor na- 

on. 

*“* * 

Before calling the Confer- 
ence I speak of, I would con- 
vey, cautiously, and through 
diplomatic channels, certain 
things to the various govern- 
ments involved, notably: 

To France and England: 
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That, should they come to a mutual under- 
tanding with regard to their various dif- 
‘erences, including the matter of French 
ecurity against possible future German 
ggression, it might lead to the calling of 
in early Economic Conference at Wash- 
ngton. 

To France: That, were she disposed 
oward a suitable reduction in the Repara- 
ions, limitation of land forces, with- 
irawal of troops from Germany, relin- 
uishment of any diplomatic policy which 
night tend to disorganize the German 
Xepublic, and to help to de-militarize 
‘astern Europe—it might lead to an 
“conomic Conference at Washington at 
vhich the French indebtedness might re- 
eive favorable consideration. 

To Germany: That, were she pre- 
vared to give evidences of good faith as to 
iscal, budgetary and taxation reform, and 
iso as to the fulfillment of a modified 
ndemnity—it might lead to the holding 
f an Economic Conference at Washing- 
on at which the subject of reparations, 
noratorium and an International German 
oan might receive favorable considera- 
tion. 

To the Successors to the Austria- 
Hungarian Empire: That, were they 
villing to enter into a Customs Union per- 
nitting the free exchange of products 
etween themselves, it might help toward 
naking an Economic Conference possible. 

To the Russian Soviet: That, should 
they give acceptable guarantees of good 
aith, I would be willing to exert reason- 
ible efforts toward bringing about an 
nternational loan, to be extended for a 
probationary period and to be limited to 
the funds necessary for the purchase of 
railway equipment; further that, were the 
Red Army to be reduced simply to rea- 
sonable police proportions, representations 
would be made to bring about reductions 
in the Polish and Roumanian armies. 

To Poland and Roumania: That it 
vould be to their interest to reduce their 
rmies. 

~ * > 

After these steps had been takeh, and 
n the event that my overtures brought 
orth sufficiently encouraging responses 
rom the various countries approached, I 
vould call the Economic Conference. And 
there I would frankly lay my cards upon 
he table, and offer the following as a 
program which the United States would 
willing to initiate: 

1. That a restoration of pre-war tariffs 
nd doing away with discrimination 
igainst German goods would be desirable 
from the standpoint of all countries. 

2. That the United States would be will- 
ng to alter its immigration laws so as to 
ermit the entrance of an increasing num- 
er of persons into this country, subject 
mly to a selective principle expressing a 
preference for able-bodied, crude labor. 

3. That the United States would be dis- 
posed to modify the French indebtedness 
under certain conditions. 

4. That the interest due from European 
debtors of tte mnon-creditor class be 
waived for a period of years. 

5. That, should any of the debtor 
nations of Europe, after proving worthy 
of the confidence and the support of the 
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United States through their progress to- 
ward reconstruction and their future 
policies, fail to recover sufficiently to fully 
discharge their obligations, there would be 
a disposition to modify the sum of indebt- 
edness according to the ascertained power 
to pay. 

6. That an international loan to Ger- 
many be favored, contingent upon a 
reduction in the Reparations and upon 
certain other conditions. 

7. That Russia be helped to the extent 
of an international loan to be used for the 
purchase of railway equipment. 

8. That there be a general reduction of 
land armament. 


9. That economic co-operation between 
France Germany be 
means of abating the Franco-German feud 


and favored as a 


which dates back to the days of Louis 
XIV. 

10. That an increased field of usefulness 
be created for the League of Nations, es- 
pecially certain additional powers in re- 
spect of fiscal investigation and control. 

11. That a concerted effort be 

standard of living in 
increasing the 
and thereby 
adequate markets for the surplus produc- 
tion of all countries. 


made to 
Asia, 
wants of the 


raise the 
thereby 
providing 


peoples of Asia, 





Alvin W. Krech Favors Ten-Year 
“Debt Holiday” 


New York Financial Leader Reiterates Views 
in Statement to The Magazine of Wall Street 


LVIN W. KRECH, for many years 

one of the most prominent and pro- 
gressive figures in American finance, was 
recently approached by a representative 
of this magazine and asked for his views 
on the world-business situation in general 
and the European Debt controversy in 
particular. 

“Do you consider that the present re- 
vival in business is a reaction from the 
depression of 1920-1921, or the beginning 
of a long-sustained era of prosperity?” 
Mr. Krech was asked. 

“The present revival is only tempo- 
rary,” replied the president of the Equit- 
able Trust Company. “Business cannot 
rest upon a solid basis while Europe con- 
tinues in chaos. 

“A great many people think,” Mr. 
Krech continued, “that the European sit- 
uation does not touch us.” But in his 
opinion, the United States cannot hope for 
until Europe’s troubles are 
remedied. And he sees little encourage- 
ment in the recent European acts and 
policies practiced in recent months. In 
fact, “The question upppermost in my 
mind today is, how long Europe is going 
to be able to continue to take our goods, 
what with the impoverishment under 
which she is already struggling and the 
additional obstacle we have set in her way 
in the shape of our tariff wall?” 

“Do you believe that we are dependent 
in any very large measure upon foreign 
trade for our prosperity? Will not our 
domestic requirements compensate for the 
portion of this trade we have lost or are 
losing? Is it, after all, a vital factor?” 
These were the next questions put to Mr. 
Krech. 

“There could be nothing more fatal to 
any country,” he replied, “than to have on 
its hands an unexportable surplus, irre- 
spective of whether that surplus consists 
of commodities or credits.” Mr. Krech 
was emphatic on this point. And the im- 
portance of his view is more fully appre- 
ciated when it is pointed out that Amer- 
ica’s favorable balance of trade has shrunk 
some 35% from the figures for 1921; that 


recovery 


is, in the first seven months of the current 
year our excess exports totaled only 455 
millions, as against more than 1.3 billions 
in 1921 and over 2.6 billions in 1919! 
“As to whether I believe the interna- 
tional debts should be cancelled,” con- 
cluded Mr. Krech, “I discussed this 
subject before the American Economic 
Society about a year ago, and I have since 


ALVIN W. KRECH 
President Equitable Trust Co. 


seen no reason for changing my views 
“The moment is ill-chosen to bring the 
question of the cancellation of the debt 
in sO uncompromising a manner before 
our people. Economically speaking, we 
are at present a very much _ harrassed 
people. The burden of the taxes, the 
difficulties and hardships brought upon us 
by deflation, make it very hard for the 


(Please turn to page 283) 
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New Traps for Investors 


Catching the Public With a New Bait 
—Why Promoters Are Getting Wealthy 


WO or three months ago some of 

the important industrial corpora- 

tions began the distribution of their 
surplus among their stockholders. Being 
for the most part of the type colloquial- 
ly known as “hard-boiled business men,” 
the directors simply hated to distribute 
any part of the surplus in cash. They 
recognized that it had been built up dur- 
ing the post-war period of prosperity as 
a backlog or life raft—select your own 
simile—to carry their corporations 
through the next lean period. However, 
with threatened Congressional action to 
tax corporation surpluses, a great many 
directorates felt called upon to make 
quick distributions to their stockholders. 
Though the directors were seized with 
terrific pains in the pocketbook when they 
thought of passing out the cash, they did 
it, though in most cases they resorted to 
the well-known stock dividend. This lat- 
ter process is called capitalizing the sur- 
plus. While this was going on, other cor- 
porations were increasing their capital 
stock for one reason or another, but 
mainly to get new capital into the busi- 
ness while market conditions were good 
and the public had the money. In further- 
ance of this plan, they extended to their 
stockholders the right to subscribe pro 
rata to the new stock. Some corporations 
linked the two plans together—where the 
stock had a market value above par— 
and offered the new stock to their stock- 
holders at par. 


Fake Use of “Rights” 


Now, the men who spend their time 
devising ways of separating the unsophis- 


By W. SHERIDAN KANE 


through the same channels as are trans- 
actions in other securities. 


The New Trap Is Prepared 


The sellers of worthless, near-valueless 
or other over-priced securities saw in 
this education of the public to the use of 
rights, an opportunity to profit. They 
hied themselves immediately to the near- 
est printer, obtained from him litho- 
graphed stock-certificate forms, printed 
them in imitation of the standard Stock 
Exchange form of a right to subscribe, 
and printed in the name of the Bunkum 
Radio Company. 

The rest was very simple. Taking a 
list of the stockholders of—lIet us say— 
the Westinghouse Electric & Manufac- 
turing Company, the “certificate of sub- 
scription right” was made out in the name 
of the stockholder and the blank space 
setting forth the number of shares to 
which he was “entitled” to subscribe was 
filled in with the number of shares the 
stockholder list showed him to hold in 
the Westinghouse Company. Whereupon, 
John Smith, holder of 70 shares of West- 
inghouse, found in his mail one morn- 
ing a fat envelope which contained what 
looked like a stock certificate in his name, 
but which on closer inspection proved to 
be a right to subscribe to 70 shares of 
stock in the Bunkum Radio Company. 
Another enclosure was an elaborate his- 
tory of the Radio Corporation of Amer- 
ica, which is controlled by the Westing- 
house Electric & Manufacturing Com- 
pany in conjunction with the General 
Electric Company and the American Tele- 
phone and Telegraph Company. By the 


time John Smith got through reading this 
literature, together with the letter that 
accompanied it, stating that the certificate 
was issued to him by virtue of his stock 
holdings in the Westinghouse Company 
he was firmly convinced that he had com: 
into possession of a valuable stock divi 
dend or subscription right or something 
of that sort, which he had read abou 
lately in the newspapers. And as the 
number of shares he actually owned of 
Westinghouse corresponded with the 
number of shares to which he was en- 
titled to subscribe, he sat himself dow: 
instantly and wrote out a check for $70 

As a matter of fact, the Bunkum Ra 
dio Company has no connection what- 
ever with any of the legitimate concerns 
mentioned in the printed: matter that ac- 
companied the “right” that went out t 
John Smith. John Smith was simply : 
“sucker” and being a “sucker,” he swal 
lowed the bait. 


A Popular Bait 


It was the cleverest trap for investors 
that has been devised in many years and 
the success with which it met was almost 
incredible. Within three weeks oil pro- 
moters, mining-stock distributors and 
others, were flooding the mails with “cer- 
tificates of rights to subscribe.” The 
knights of the highway of crooked 
finance are fast workers, and like many 
vaudeville performers, do not disdain to 
steal the other fellow’s “stuff.” 

The promoters, of course, deny any in- 
tent to deceive. They assert they are 
merely using a “stunt”—a method of ar- 
resting attention. They vehemently dis- 
‘ claim any purpose of inducing 


“ 





ticated from their earnings, ap- 
preciate the value of using as bait 
something that is of current in- 
terest. They are not lowbrow 
thugs, but men with keen, alert 
minds who know how to make 
hay whether the sun shines or 
not. 

Rights to subscribe to new 
stock are negotiable. The recipi- 





ent may not wish to exercise his 
rights to subscribe, preferring the 
profit to be obtained from sell- 
ing the certificate that represents 
the right. Many of these “rights” 
have been listed on the New York 
Stock Exchange as a measure of 
protection for the public, that 
they may be assured that the 
rights they purchase will be de- 
livered to them, and will be gen- 
uine. The certificates represent 
rights to subscribe, therefore, 
have been rather elaborately got- 
ten up, representing very much a 
stock certificate and transactions 
in them have been carried on 
with the same machinery and 
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host Sokeg0.— —From Kansas City Times 
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any person to believe that there 
is any connection or association 
whatever between their organiza- 
tion and the company whose 
stockholders have been circular- 
ized. In fact, one promoter tear- 
fully protested that he was hav- 
ing trouble because certain brok- 
ers he mentioned—legitimate 
brokers by the way—had received 
orders to buy his radio stock and 
had purchased instead stock of 
the Radio Corporation of Amer- 
ica, the General Electric-West- 
inghouse-American Telephone or- 
ganization. According to his 
threats he intended to enjoin 
either the brokers or the Radio 
Corporation of America from 
profiting by his efforts. It did 
not appear to feaze him that the 
Post Office authorities, the In- 
vestors’ Vigilance Committee, Inc., 
and numerous other public pro- 
tective agencies, were even then 
investigating not merely his meth- 
(Please turn to page 265) 
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To regular subscribers and readers FREE 





We want to present you with a book that is not for sale—a book 
you will appreciate—‘“‘How I Became Financially Independent” 


TheIdeal Christmas Gift 


To Yourself, and———— 


For Father, Brother, Son, Friend and Business Associate 


Christmas 


suggestion 
from a 
subscriber 


The 


W 


“I was just thinking 
that I don’t know of a 
better Christmas pres- 
ent that a fellow could 
give some of his invest- 
ing friends, who are 
not already subscrib- 
ers, than an annual 
subscription to your 
magazine, because if he 
uses his head in con- 
nection with what you 
present, he ought to 
develop that Christmas 
present into a substan- 
tial sum.” 

=. %. Re 
Cincinnati, Ohio. 


Both 


Magazine 
all Street, 


age retail value.. 1.75 


Book Selected, aver- | 


$9.25 


for $7.50 


This is a saving to 


you 


o 
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$1.75 


than a year's subscription to THE MAGAZINE OF WALL 

STREET. 
“making the grade,” 
26 times a year. 


Whom the Magazine of Wall Street Will Interest 
The .chronic loser in the stock market will appreciate The Magazine of 
Wall Street. It will guide him in his investments, show him how to select safe 
and profitable securities, how to avoid the danger points and will set him on 
the right road to Financial Independence. 


N‘ Christmas gift you can send will compliment a man more 


It will indicate to him that you have faith in his 
and he will be reminded of your thoughtfulness 


A business friend, through reading the trade tendencies, money, credit and 
business features, should quickly become a better business man with a broader 
point of view. 

A young executive, hard-working and anxious for progress, will find him- 
self being helped up the trail. 

An employe—A great many business concerns and banks make it a 
yearly custom to present the principal employes with a yearly subscription to 
The Magazine of Wall Street, for they know the advantage of having an 
employe who is striving to protect his family by proper investment of his savings. 

Be a friend to the man with his first $500 to invest. While he knows how 
to make money, he may not know how to keep it. Mistakes in judgment may 
mean the loss of all his savings, and, what is worse, put him back several years 
in his business development. 

The Building Your Future Income Department covers elementary invest- 
ment principles, the right kind of insurance, financing and building a home, etc. 
It is a remarkable series of educational articles. 


Two Christmas Gifts for the Price of One 


You can send the magazine as a gift to one friend and our new book as 
gift to another friend, thus saving the cost of one gift. 

Select Any One of These Books 

What 


K now. 


Free 


. Financial Independence at Fifty 5. Every Investor Ought to 

. Scientific Stock Speculation 

3. Fourteen Methods of Operating in . How to Read the Financial Page 
the Stock Market 7. How to Select Investments 


. Psychology of the Stock Market 8. Financial Statements Made Plain. 


Or Special Offer 


If you will send in five subscriptions and do not desire any of the books above mentioned, 
we will send you free, as a special offer, a « y of “Mr. Wyckoff's book, “How I Trade and 
Invest in Stocks and Bonds,” beautifully b« sata My in leather The book alone sells for $ 
This book will not be offered as a premium in any case except with the five Christmas 
subscriptions This special offer expires with this Christmas offer 

We have only a limited number of copies of this book left from the third edition, so 

if you desire to take advantage of this offer send in your eubscription immediately. 
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MAIL THIS COUPON TODAY 


THE MAGAZINE OF WALL STREET, 


the 


42 Broadway, 


I enclose $ 
current number. 


It is understood that | am to receive FREE a copy of 
tion to which you will send FREE a copy of the book 


SEND MAGAZINE TO 


NOTE—tThe magazine may be sent to one address and the book to another. 


New York City. 
for a Gift Subscription to The Magazine of Wall Street for one year, 


beginning with 


in addi 


“How I Became Financ ially Independent,” 
e write in title or nu mber of book desired) 


SEND BOOK TO 


Address 
Name . 
Address . 
Name ... 


Address . 


If the person for whom the 


G‘ft Subscription is sent in is already a subscriber, the subscription will be extended for one year. 
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C illy 


GREAT deal is said nowadays about 
the various pools which are operat- 
ing in stocks. Many members of the 
rublic, especially the newcomers, have a 
azy idea as to just what a pool is and how 
operates. Pools are sometimes confused 
ith syndicates—the dividing line is dif- 
cult to determine. Weber & Fields used 
) say that a “skindicate is a body of men 
itirely surrounded wit money.” 
Syndicates are usually formed for the 
irpose of conducting some financial op- 
ations such as the underwriting of new 
iterprises, purchase of a property, or 
iIding for resale, the flotation of bonds 
id stocks and various other undertak- 
gs engaged in by banking houses, groups 
wealthy operators and financiers; 
rereas so-called pools are formed very 
rgely for stock-market operations. 
Any two or more persons may form a 
ol. You can turn to your neighbor in 
e chair next to you in your brokerage 
use, and say, “Let’s form a pool in 
S. Steel,” and with your hundred 
ares and his hundred shares you will 
ympose a small but not very effective 
perating unit. Expand this idea so as 
to include more people with more money, 
id you have some of the pools ranging 
from 25,000 to 100,000 shares which are 
al factors in the securities in which they 
erate. 
The public is apt to form the opinion 
at stocks respond to the news items 
hich appear in the daily press. This is 
| true, but only to a small degree. The fact 
that most of the movements in stocks 
e engineered and personally conducted 
pools, and the newspaper items, espe- 
illy the bullish ones, appear only when 
e pool is endeavoring to induce other 
| people to buy stocks which they wish to 
ll. 
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Pools are formed for the purpose of 
making money. Market moves interest 
pools only when a profit can be derived, 
actual or prospective, or when the move- 
ments are such as to place the pool in a 
more strategical position for future op- 
erations. Suppose, for example, that a 
large operator believes that a _ certain 
stock is selling far below the price jus- 
tified by the circumstances surrounding it, 
its earnings, dividends, etc., but more par- 
ticularly its market outlook. Suppose 
such a stock be selling at 50 and the 
operator believes that within several 
months a price of 75 will be justified. If 
left to itself the stock might gradually 
climb to that figure, but securities offer- 
ing good opportunities for profit are not 
often left to themselves. They need per- 
sonal direction, and the large operator be- 
comes self-appointed for the task. By 
explaining the strong points in the situa- 
tion to a number of his banking or brok- 
erage connections, he is able to induce 
them to join him in the formation of a 
pool to operate in, say, 50,000 shares of 
this stock. The pool is formed by each 
member putting in whatever amount is 
necessary to make up, say, $1,000,000. 
Some members contribute only $10,000; 
others up to $50,000 or $100,000. 
of the houses may take a $100,000 partici- 
pation and distribute it among their 
clients who may come in for amounts 
ranging from $2,500 to $10,000 each. In 
this way a large number of individuals 
are joined together for this particular 
market operation and the sole discretion 
is left in the hands of the operator first 
mentioned, who is known as the pool man- 
ager. 

Now, the fact that the pool is formed 
and this manager is appointed to buy and 
sell stock in whatever quantity he may 
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Lower New 


How Pools Operate in the Market 


Difference Between Pools and Syndicates—The 
Formation of a Pool and the First Steps 


elect, but not to exceed the amount of 
shares for which the pool is formed, does 
not necessarily insure profit to the mem- 
bers of the pool, nor does it mean that 
he will immediately step into the market 
and buy a hundred thousand shares at or 
in the neighborhood of 50, or that he will 
promptly mark it up to 75, sell out, and 
hand everybody his check representing 
their share of the profit. The pool opera- 
tor is just a human being, after all. He 
will 


cannot guarantee that the operation 
be successful. He hopes and believes that 
it will. His friends have confidence in 


his ability or they would not jom him. 
With the $1,000,000 paid in and the papers 
all signed giving him the proper author- 
ity, he proceeds to carry out his functions 
As this is a bull pool 
prin- 


as pool manager. 
its operations must 
cipally on the long side, but he may be- 
lieve that by depressing the stock he can 
accumulate his line nearer 45 than 50. 
His first operation may be to go short. 
Frequently those who are invited into 
pools of this kind buy a little stock on 
their own account on the side, believing 
that as this is a bull pool, the stock is 
sure to go up from the very start. Fre- 
quently such individual operators find that 
they are buying stock for their own ac- 
from the manager of their own 


necessarily be 


count 


pool, because he has a little different idea 
(Please turn to page 275) 





















_Is American Isolation Possible? 


Results of Being a “Creditor Nation”—Probable 








Future of American Standard of Living—Favor- 
able Implications of an “Adverse” Balance of Trade 


By MAX GOLDSTEIN 





HAT America as a nation 
T is definitely committed 
to a policy of economic 
isolation is scarcely to be de- 
nied. The laws restricting im- 
migration, the new high tariff, 
the pending ship-subsidy laws 
intended to make us indepen- 
dent of foreign transportation, 
all these are evidences of a 
specific direction in American 
economic policy tending to cut 
off, one after another, the 
bonds of interest which have 
connected us with Europe. 
Those who favor this ten- 
dency say that it is the right 
one to follow over a long pe- 


riod of time, and that the 
losses entailed by the separa- 
tion from foreign markets 


may be compensated by the de- 
velopment of the domestic 
market, which has a greater 
buying power than that of any 
similar population in any other 
country. What we propose to 
consider in the following para- 





over consumption. 
put it into investments, it will carry interest rates down 
too far; if we put it into new construction, after a 
while industrial competition will be so severe that there 
will be no profits for anybody but a few producers 
in each field. 

We cannot get rid of the problem by abolishing 
the surplus: for we cannot consume more, according 
to Ricardo’s “Iron Law of Wages,” 
produce less, for production will be carried on as long 


VERY year America has a surplus fund for 
investment based on the excess of production 
If we 


What shall we do with it? 


as there is a profit. 

We must therefore reinvest our surplus abroad. 
But as soon as we do this we must also buy from 
abroad in order to enable our debtors to pay interest 
and principle on the debt. 

As soon as we do this we are through with 
“Economic Isolation,” and back again in the stream 
of international commerce and finance. 


nor can we 


etce., which will in turn be re; 
resented by new securities. 

As capital begins to bid 
competitively for investment 
opportunities, it will bid down 
its rate of return, or interest 
to lower and lower levels, u 
til eventually a point will be 
reached at which interest 
rates will be so low in the 
high-grade investment fields 
that almost any kind of risk 
will be acceptable in prefer- 
ence to the low rate of return 
obtainable on straight invest- 
ments. For the flow of in- 
vestment capital arising out 
of the existence of a national 
profit or surplus which is cre- 
ated afresh each year will con- 
tinue irrespective of the level 
of interest. 


New Investments Will 
Increase 


Since the total amount « 
“old” investments outstanding 
is limited, by definition, the: 








graphs is, Does the present in- 
dustrial system permit of a 
national as distinguished from an inter- 
national organization, and, if if does, can 
the domestic market in the long run be 
developed so as to make up for the loss 
of the international market? 


Viewing the Broad Outlines 


To get the proper perspective on our 
economic system as a whole, let us place 
ourselves at a point of view outside of 
it and so far away that the details melt 
into one another and only the broad con- 
tours and masses of its construction are 
visible. We then see that essentially the 
national economic machine produces and 
consumes goods; produces more than it 
consumes; and that there is a surplus, 
or national profit, which varies with 
alternating prosperity and depression. 

This surplus is measured in money or 


in goods; in both cases, it is considered. 


an addition to the “capital” of the na- 
tion. But “capital” in the sense of pro- 
ductive goods increases in boom times 
only, for only then are additions to in- 
dustrial producing capacity undertaken, 
in the hope of getting still bigger profits. 
“Capital” in the sense of money, or 
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claims on wealth, on the other hand, is 
saved only in periods of depression, It 
is clear, therefore, that there is a wide 
difference between the two kinds of capi- 
tal, or capital in its two manifestations, 
and this difference comes out even more 
clearly as we carry our analysis further. 
For our purposes, let us consider it un- 
der its financial, or money, aspect, in- 
stead of the industrial one. 

What happens to this surplus, national 
profit, or national increment of capital? 
As money, it can be invested at home, 
in existing securities, in new securities 
involving a creation of new productive 
capacity, or abroad, in either of the two 
classes of investments. 

Let us assume that the policy of eco- 
nomic isolation is carried out logically 
to the point where it means practically 
no investment abroad. The national sur- 
plus of each year will therefore have 
just two outlets: a competitive buying- 
up of securities representing existing 
wealth, such as railroad bonds, indus- 
trial stocks, etc., and the creation of new 
wealth-producing facilities; such as addi- 
tional railroad construction, new plants, 


will be an increasing pressur 

of steadily accumulating capital int 
“new” investments, in other words, into 
increasing the total productive equi; 
ment of the country. But this outlet als 
has its decided limitations. Even toda) 
it is estimated that the productive ca 
pacity of the country is 13% in excess 
of its actual requirements. As more and 
more money is put into new producti 
capacity, there will tend to be a fiercer 
degree of competition for the home mar- 
ket which in turn will cut down the aver- 
age margin of profit in the same way as 
the competition for investment will tend 
to cut down the margin of interest rate 

One way out of this situation would 
be to “develop the home market,” as the 
current phrase goes. On analysis, how- 
ever, it appears that this cannot be done 
within the framework of the present eco- 
nomic system. “Developing the hom 
market” is only another way of saying 
“increasing the real wages of labor,” or 
raising its standard of living. This can 
be stated as a formula, Real Wages = 
Money Wages ~ Level of Prices. We 
know that the national income as a whol 
consists of three parts: wages of labor, 
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waste, and profits. Assuming that no 
great immediate decrease may be expect- 
ed in our national margin of waste, it is 
evident that an increase in the real wages 
of labor can come only as a subtraction 
from profits. 

Now, apart from the ethics of the case, 
without considering such questions as to 
whether “Labor is entitled to a living 
woge,” or “Profits are the reward of 
energy, initiative and good judgment,” 
which are irrelevant to a purely detached 
economic study, it is evident that our in- 
dustrial machine is so constructed that it 
can function only in the direction of in- 
creasing profits, not of increasing wages. 
When a steel mill is built or a store 
opened up it is done to produce profits: 
similarly, when a textile plant closes 
down in a falling market it is done to 
avoid loss. In all these cases it is evi- 
dent that the determining factor in eco- 
nomic activity is the possibility of in- 
creasing profits, not of increasing wages. 
Even “increased production,” as the last 
case indicates, is important only as an ad- 
junct to profits. 

The reason why it is worth while 
dwelling on this matter of real wages in 
such detail is that if it were possible to 
increase real wages, or the purchasing 
power of the domestic market, the prob- 
len of isolation would be automatically 
solved. We should then keep on produc- 
ing more and more for a national popu- 
lation capable of consuming more and 
more, national savings would not be a 
problem because there would be none, all 
the production of the nation being taken 
up by increased consumption, and we 
should be able to remain a closed eco- 
nomic system of a high degree of inter- 
nal activity and practically no outside 
contact. 

The reason why wages under our pres- 
ent system cannot be seriously increased, 
but on the contrary, tend constantly 
downward, has been well expressed by 
the classic economist Ricardo in the fa- 
mous “Iron Law of Wages.” Without 
repeating his demonstration, we need 
only point out that he has definitely 
proved that the tendency in our present 
economic system is for wages to seek a 
level that will barely permit the marginal 
laborer to live, the so-called “subsistence 
level.” 

In our country this theory has been 
hard to understand as an economic reali- 
ty, though all our orthodox economists 
accept it in theory. We are accustomed 
to a standard of living much higher than 
that prevailing in any other industrial 
country, even from the beginning, and 
would be inclined to question the asser- 
mn that the tendency of the standard of 
iving, or of real wages, is downward. 
1e reason lies in the peculiar conditions 
rrounding the economic development 
America. 


of pi St &. 


The Influence of “Free” Land 


Until the last generation, because of 
the constant geographical expansion of 
the country, there was always a large 
area of “free” land, which could be taken 
up by anybody on extremely cheap and 
liberal terms, from the Government of 
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the states. This free land is a phenome- 
non which had long ago ceased to exist 
in the older and more settled countries 
of Europe, and it set the lower limit of 
wages in this country at a relatively high 
level. You could not pay a clerk in New 
York City, for example, as little, mea- 
sured in real wages, as you could a clerk 
in London, because beyond a certain 
point he could pack up and go out West 
to take up a hundred acres of land from 
the Government and set himself up in- 
dependently for life. In England he had 
no such alternative, and was consequent- 
ly subject to the strict application of the 
Ricardian “Iron Law of Wages.” 

For a number of years, however, this 
“free” land has ceased to be a factor in 
our economic life. All our land, with in- 
significant exceptions, has been taken up 
by private owners, the alternative to low 
wages in the form of free farms out 
West does not exist, and the “Law of 
Wages” is beginning to operate in this 
country as it has already operated in all 
the other industrial countries of the 
world. It is another sign of the closing 
of the period of our industrial ado- 
lescence and our entry into a period of 
industrial maturity. 

The tendency of real wages, therefore, 
otherwise known as “national purchas- 
ing power” or “the home market,” is 
definitely downward, and the home mar- 
ket cannot be counted upon to absorb the 
products of a steadily growing industrial 
producing capacity. We thus see that 
there are decided limits to the develop- 
ment of industry for the home market 
as well as to the possibility of reinvest- 
ing new funds in the old investments. 
The two domestic outlets for the na- 
tional surplus are therefore limited in ex- 
tent, but the surplus itself is not so lim- 
ited, because it arises out of the very 
nature of our economic structure, which 
is so constituted that it cannot work 
without a profit. 

Both major outlets for our national 
surplus being closed beyond certain nar- 
rowly-defined limits, we are left with the 
possibility of reinvesting our national 
surplus funds abroad. This has been the 
classic method of all growing industrial 
countries, and was described with ad- 
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mirable brilliance and concision by the 
English banker, Reginald McKenna, in 
his address before the American Bank- 
ers Association some weeks ago. De- 
scribing the process by which surplus 
production is used to finance foreign pur- 
chases which in turn lead to more financ- 
ing, he said: 

“For over two centuries English capi- 
tal has been lent to other countries. 
Year by year England produced more 
than she either consumed herself or 
could exchange for the products of other 
nations, and she could not obtain a mar- 
ket for the surplus unless she gave the 
purchaser a long credit. Foreign loans 
and foreign issues of all kinds were 
taken up in England and the proceeds 
were spent in paying for the surplus pro- 
duction. British factories and workshops 
were kept in good employment, but it 
was a condition of their prosperity that 
a part of their output should be dis- 
posed of in this way. 

“Taking the aggregate of the transac- 
tions British creditors have received a 
good return on their investment, but the 
ability of the debtors to pay has been 
dependent, generally speaking, on the de- 
velopment of their country being fos- 
tered by the receipt of further loans. If 
we take the whole field of British for- 
eign investment we shall find that every 
year England has returned in loans more 
than she has received in interest, and the 
balance of the world’s indebtedness to 
her has been steadily growing. 

“From this view of loans made to for- 
eign countries they might seem at first 
sight to be somewhat unremunerative. 
If the creditor has to go on lending in 
order to be paid the interest on previous 
loans, a bad debt would appear to be the 
only possible end to the business. But 
this is by no means the case. While this 
continuous lending has been true in the 
past in the aggregate of foreign loans, 
it is not necessarily true in any individual 
instance, nor does it follow that it will 
always be true of the loans as a whole. 

Take the case of your own coun- 
try. The United States has been the 
greatest external borrower in _ history. 
You required foreign capital for your 
internal development, and you took from 
England alone—I put it very low—not 
less than three billion dollars.” 

This illustrates both the way in which 
England disposed of her exportable sur- 
plus of investment funds, and the way 
in which the “backward” countries, such 
as the United States of the 19th century, 
were developed with the aid of the in- 
vestment funds of the more developed 
countries. By all historical precedent, and 
by the necessities of the case as indi- 
cated above, this country, which has now 
joined the creditor class, will be driven 
to adopt this classic method for dispos- 
ing of its national profit or surplus funds. 

We may carry the analysis a little fur- 
ther and see what happens to interna- 
tional trade while these settlements go 
on in international finance. As long as a 
country is undeveloped and still borrow- 
ing money, it has a “favorable” balance 
of trade, in the sense that it exports 


(Please turn to page 262) 
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—Part One— 


Real Estate Securities as Investments 


Factors That Determine the Value of 
Real Estate Mortgages and Bonds 


his YY 
\\ 


EAL estate se- 
curities are to- 
day among the 
A) most popular classes 
of investments. Prob- 
ably ten investors 
mortgages or bonds secured by 






hold 
real-estate properties of various charac- 
ter where there was one ten years ago. 
In addition to a steady growth in the 
number of ordinary mortgage buyers, 
the first mortgage real-estate bond has 


sprung into wide popularity. Tens of 
thousands of investors have purchased 
these securities, ranging from the inex- 
perienced to shrewd and practised indi- 
viduals and institutions who pride them- 
selves on the soundness of their invest- 
ment judgment. 

It is time to review real-estate securi- 
ties. A vast amount of misinformation 
has been circulated about them 


By WILLIAM P. KENT 


investment. What the mortgage buyer 
seeks is safety and an attractive interest 
rate, and the mortgage, when properly 
made, affords him these. When it comes 
to marketability, it is a fact that when 
a mortgage bondholder or the holder of 
a guaranteed mortgage is in a position 
where he must have money, a way is 
usually found by the company issuing 
the first mortgage bond or the guaran- 
teed mortgage to take it off his hands, 
usually at a discount of one per cent, 
which, after all, under such circum- 
stances, is a very small percentage to 
pay for such an accommodation. While 
neither class of company makes a fea- 
ture of this, it has been the experience 
of one large company operating in the 
guaranteed mortgage field, that during 
periods when railroad and_ industrial 
bonds were selling on the Stock Ex- 


change at prices representing only from 
60% to 80% of their cost, this company 
actually purchased twenty million dol- 
lars of guaranteed mortgages at 1% dis- 
count. Under such circumstances it can 
be seen that the holder of a good mort- 
gage was better off than the owner of a 
listed bond, except that the former could 
not turn his security into cash on the 
minute; it would take a little longer, but 
it would cost a mere fraction of thie 
sacrifice the railroad or industrial bond- 
holder would have to make. 

Mortgages date back to ancient days, 
and for centuries have been known as 
a standard form of investment. The 
principle underlying the mortgage 
very simple. The borrower executes a 
note or bond promising to pay a certain 
sum of money at a specified time and 
place, at a specified interest rate. To 

assure the carrying out of this 





recently in magazines, news- 
papers and statistical service 
reports. There is also a great 
difference of opinion as to the 
desirability of first-mortgage 
bonds as compared with guar- 
anteed mortgages. In fact, 
these two schools of invest- 
ment method or practise, 
while having their roots in 
similar ground, branch away 
from each other as they ap- 
proach the investor. 


An Uninteresting Investment 


To any one accustomed to 
the purchase of bonds or 
shares with an active market, 
the mortgage is a curious and 
uninteresting investment. It 
has no general market and is 
difficult to turn into cash if 
needed. This is one of the 
very features, however, which 
commends it to the typical 
mortgage buyer. He buys it 
as a fixed investment to be 
locked in a safety deposit box 
and held until maturity. The 
fact that its price is not quoted 
he regards as an advantage, 
since he thus is spared any 
anxiety or worry caused by de- 
preciation in value. Bears can- 
not raid the mortgage market, 
which is a point stressed by 
those dealing in this form of 





bond business. 


N view of the wide interest in this subject and 
particularly the number of new concerns that are 
embarking in the first mortgage bond business, we 
believe that this article will prove of interest and 
value to everyone who owns real estate bonds, holds 
a straight mortgage or a guaranteed mortgage. 
the outset we wish to warn our readers against indis- 
criminate investments in so-called first mortgage bonds 
which are being issued by newly organized com- 
panies many of which are mere promotions operated 
by men who are experienced in getting money out 
of the public but who are not well versed in the 
management of a sound and conservative real estate 
What has happened in the field of 
so-called oil stocks is in a fair way to be repeated 
among the underwritings of the weaker and newer 
class of houses that have engaged in this industry, 
and it is not only time for conservatism in these trans- 
actions, but it is also best to follow the old and well- 
tried investment rule of diversification. 
tively few of the many firms offering real estate bonds 
are worthy of the investor’s confidence. 
should make certain that he is dealing with a house 
of high character, long experience and unquestioned 
integrity. 


Compara- 


The investor 


promise, he pledges real estate 
as security, its value being 
greater than the amount of 
the promise-to-pay. If he fails 
to pay either principal or in- 
terest, the borrower has the 
right to seize the mortgaged 
property under foreclosure 
proceedings and sell it to sat- 
isfy his claim, thus realizing 
both the principal and interest 
on his investment. Such is the 
theory of the mortgage loan. 

Until comparatively recent 
days city mortgages were ne- 
gotiated directly between bor- 
rower and lender, or through 
an attorney who handled the 
deal on a commission and 
drew the necessary legal pa- 
pers. At best, however, this 
was an unsatisfactory method 
It meant investigation and ap- 
praisal of the property and 
frequently as much trouble- 
some negotiation as if the in- 
vestor were buying the real 
estate instead of lending on it. 
After the closing of the loan 
it was necessary for the inves- 
tor personally to collect his in- 
terest. In addition, he had to 
watch to make certain that the 
insurance on the property was 
properly maintained and taxes 
paid—for taxes, of course, 
come ahead of the obligation 


At 
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of the mortgage loan. 
al became due he often had difficulty 
in collecting it and quite commonly was 
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When the princi- 


npelled to renew against his wishes. 
Various plans have been adopted to 
nedy these objections. One of them 


onsists in mortgaging the earnings of 


> property as well as the property it- 
f and causing these earnings to be ap- 
d gradually to the extinction of the 


cbt. The other plan has been worked 


chiefly by various companies guar- 
eeing real-estate titles, which went 
o the business of handling mortgages 
a large scale. These compaines make 


mortgage loans with their own funds, 


ry them “in stock”—exactly as a bond 
ise handles the bonds it underwrites— 
1 sell them to the ultimate investor. 

\fost of these companies, when permit- 


el so to do by the laws of the states 


which they operate, guarantee the 
rtgages they sell. Under the terms of 
» guarantee, if the borrower defaults, 
guaranteeing company agrees to pay 
interest on the mortgage to the in- 
tor on the date due and to “pay the 
ncipal as and when collected, but in 
* event, within eighteen months after 
payment shall be demanded by the 
ured, provided such demand be made 
ter said principal sum shall have be- 


come due under the terms of the said 


nd and mortgage.” The company also 
lects principal and interest and watches 
ses and insurance for the investor. 
r the guarantee and this service the 
mpany charges the investor one-half 
one per cent a year—that is, if the in- 


rest rate on the mortgage be six per 


nt, the company will charge the bor- 
wer that amount, but will pay the in- 
stor only five and one-half per cent, 
lucting one-half per cent annually for 
guarantee and its services. In other 
rds, the investor who buys a five and 
e-half per cent guaranteed mortgage 
ys a certain fraction of his income for 
policy of insurance covering principal. 


The Eighteen Months Clause 


[he eighteen-months clause is frequent- 
pointed out by advocates of the first 


1ortgage bonds as an objection to the 


aranteed mortgage, on the ground that 
the owner of the mortgage requires the 
ney on the exact due date, the mort- 
gee can fall back on the eighteen 
nth clause, but the guaranteed mort- 
ve man says in effect, “It is true we 


ave such a clause in our mortgages, but 


actual practise during thirty years, one 
the leading companies in this field paid 
90% of its guaranteed mortgages, 


mounting to eight hundred million dol- 
rs during that period within one week 
f their respective maturity dates. 
ichteen months clause we regard as a 
rotection to the owner of the mortgage 


This 


well as the owner of the property 
ich is mortgaged; and we will illus- 


trate the point by stating that in the panic 


1907 one leading company would not 


rmit during a period of sixty days the 
wailing of a single notice to mortgagees 
ailing for the payment of any of the 
vortgages then due, their idea being that 
1 demanding the payment in such a pe- 
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riod of stress, they would force the fore- 
closure of a large number of properties 
at a time when buyers were few, and tre- 
mendous sacrifices would have to be 
made. The guaranteed mortgage people 
look upon this clause in the same light as 
the savings banks which can fall back on 
the sixty-day clause permitting them to 
hold deposits during similar periods. 





They believe that this works out for the 
benefit of all concerned. On the other 
hand, this at times works out as a hard- 
ship on the holder of the mortgage who 
may need the money at just such times. 
In Europe the sale of guaranteed mort- 
gages is regulated by law and limitations 
are set on the amount of outstanding se- 
(Please turn to page 278) 


-— 





What the Bond Buyer Should Know 


The ABCs of Bond Investment 
By HALCOLM SMITH 


N considering the purchase of a bond 

there are three things the prospec- 

tive bond buyer should ask himself: 
How safe is the principal of the bond, 
how safe is the interest and has the time 
arrived to buy? We are assuming, of 
course, that the bond buyer is only in- 
interested in investments for income and 
that speculative issues are eliminated 
from his consideration, for in case the 
prospective bond buyer were willing to 
speculate in bonds, elements of safety 
of principal and interest would be sub- 
ordinate to the question whether the time 
was ripe—in speculative sense—for the 
purchase of the bond. But assume 
that our investor is really an investor 
and not a speculator, though, unfortu- 
nately, most investors only ask them- 
selves whether the principal and interest 
of the proposed bond are safe. As we 
shall see, the time element is of equal 
importance. 


Safety of Principal 


How is safety of principal to be de- 
termined? Defining safety of principal 
as the value of the assets behind a bond, 
it is not difficult to ascertain the element 
of safety in any bond. Take the U. S. 
Steel Corporation sinking fund 5s as an 
example. These bonds are outstanding 
at an amount equal to 217 millions. En- 
tirely disregarding working capital and 
reserves, which in themselves amount to 
over 500 millions combined, we find that 
the property value of the company, on 
which these bonds are a first lien, is no 
less than 1,644 millions. In other words, 
the equity behind the bonds amounts to 
no less than $7.11 for each dollar in out- 
standing sinking fund 5s. It is apparent 
from this why these bonds are so highly 
rated. On point number one—safety of 
principal—the investor is therefore well 
protected. 

Safety of Interest 


Coming then to the second considera- 
tion—safety of interest—the best way in 
which to determine the value of a bond 
is to examine its record of earnings so 
far as they apply on the bond in ques- 
tion. The longer the record of interest 
payments, the more the investor has to 
judge thereby. New bonds, not having a 
long record of interest payments, ob- 
viously, except in special cases, cannot 
be considered really high-grade, though 
conditions surrounding the company may 
make it apparent that, under ordinary 


circumstances, interest could be earned 
by a wide margin. However, there is a 
big difference between what a company 
may earn and what it has earned, at least 
so far as the prospective bond buyer is 
concerned, and if he is mainly interested 
in securing a bond on which it has been 
proven that interest payments have been 
regular over a period of years, then he 
should purchase one that has such a 
record and none other. The Steel sink- 
ing fund 5s, previously alluded to, offer a 
good example of a bond on which interest 
has been earned over a long period of 
years and one on which interest is most 
likely to be earned under almost any con- 
ditions. Thus interest on this bond has 
been paid since the bonds were first 
issued in 1901, a. period of over twenty 
years. Moreover, interest has been 
earned by such a wide margin, even in 
periods of great depression in the indus- 
try, that there has never been the slight- 
est question of the ability of the company 
to continue payments. Obviously, inves- 
tors in purchasing this bond are purchas- 
ing one in which two elements have been 
satisfied, safety of principal and safety 
ot interest. 


The Time Element 


There is, however, another element to 
be considered, and that is whether it is 
the right time to buy the bond. Under 
certain conditions even the highest grade 
bonds decline. For example, when prices 
are high and interest rates are high, the 
tendency of bonds is to decline, and no 
bond can withstand these influences. It 
would apparently do the the investor 
very little good if he were to buy a bond 
which was unquestionably safe so far as 
principal and interest was concerned if 
that bond were to decline five or ten 
points, equivalent to one or two years or 
more interest on his bond. In case he 
had to sell he would have to take a loss 
though he held the best bond in existence, 
There is, therefore, a time when it is not 
wise to buy bonds as well as there is a 
time to buy them, and no investor should 
disregard the time element in his pur- 
chases. 

To sum up, therefore, there are three 
essentials in bond buying: safety of prin- 
cipal, safety of interest, and the time 
element. 

The investor should consider all three 
carefully if he wants to make his invest- 
ment a success, 
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BOND BUYERS’ GUIDE 


GILT EDGE. 

(e) Railroads. 
Balt. & Ohio S. W. Be. O) Ist ms, 8 Rte, BEB. cccccecees 
Ches. & Ohio (a) Genl. Mtg. 434s, 1992... .. 1.2... cee eeees 
Delaware & Hudson (a) Ist & Ret. 4s, 1948.......... ceeece 
Southern Pacific (b) Ist Ref. 4s, 1955...........+.. sesseee 
Chic., Burl. & guiecy, (2) Genl. = . 4s, 1958........ eccce 
= Y. Central Genl. Mtg. $345, 1997... ........cceeecccees 

¥., Chic. & St. Louis Ist My é =  eerepeees — 

Westie Coast Line (a) Ist ae. 4s, 1 einai tate eecee 
Pennsylvania (a) Genl. Mtg. sae Swe 60s cesccccenceces 
West Shore “2 [st Mtg. 4s, 2 é sesceevcegoeccessescesees 
Norfolk & Western (c) Cons. OE Bis ccécsceees 
Central R. R. of NJ: (a) Genl. Mtg. 5s, 1987.... ose 
Chic., R. I. & Pacific (a) Genl. Mtg. 4s, 1988..........-. am 

(e) Industrials. 
Armour & Co. (a) R. E. 44s, 1939...... 







General Electric (b) Deb. 5s, 1952. 
International Paper (a) 5s, 1 1947.. 


Indiana Steel (a) 5s, 1952........ oes 
Liggett & Myers (aa) Deb. 6s, 1951. .......ecceeeeeeceees 

aldwin Loco, (a) 6s, 1940. .......cseeeeeneees Sececceeeoce 
National Tube (a) 5s, 1952...........+. PPYTTTTT ITT TTT TL 
Corn Products (a) 5s, 1984. ........ceeeeees ecccccccccecce 
U. S. Steel (a) 5s, 1963.........000- eeccccescecoosoose eoeee 


(el) Public Utilities. 
Duquesne Light (b) 6s, 1949..... 
American Tel. & Tel. (c) 5s, 1946. 
Philadelphia Co. (c) 6s, 19 
N. Y. Telephone (b) Ba 1939. 


Montana Power (c) 5s, 1943. cove 
Col Sos ‘ Maeceess Os 5s, 1927...... eececcososecese 
N. Y. L., (a) Bs, 1948... .ccrcccccccccceece 
Pac. Te & Tel {a) yh aliens ecccccccceecccocecese 


MIDDLE GRADE. 
(el) Railroads. 
Cleve., Cin., Chic. & St. L. (a) Deb. 44s, 1881 
Ches. & Ohio (b) Conv. 5s, 1946............ 
Missourn, Kansas & Texas Prior Lien 5s, 1962. 
St. Louis-San Fran. (a) Prior Lien 4s, 1950.. oe 
Balt. & Ohio (b) Ist Mtg. 4s, 1948. ... 2... ee eeceeecceeees 
Illinois Central (b) Col. Trust Ge, 2088... .cccce Seceseueseee 
Pere Marquette (c) Ist Mtg. 5s, 1956....... Seeccecccccoce 
Kansas City Southern (a) Ist . 3s speerceecescouasones 
Southern Pacific (b) Col. Trust 
St. Louis Southwestern (a) Ist Mtg. 4s, 1088... .ccccccccecs 
Chic, & Eastern Ill, (c) Gen. 5s, 1 Recta eccccccccecccece 


Industrials. 
South Porto Rico Ist Mtg. ms BOR. cccscce ecceccccccccoce 
Sinclair lst Lien, Col. Tr. 7 ee wescesce covece coccce ecee 


OP PPP REPEC EE eee eee 


Int. Merc. “Marine () 
Lackawanna Steel 

U. S. Rubber (c) 5s, 1047........+----ceeee ecccceccecoocs ° 
Amer. Smelting & ag (c) 6s, 1947........ eeeeoneroes 
Goodyear Tire (c) 8s, 194 


(e) Public Utilities. 

Public Service Corp. of N. J. (a be, WED. cccccccccccccces 
Detroit Edison (c) Ref, 6s, 1940... ...cceceeescccnceccees 
Brooklyn Union Gas (a) bs, oe nen cecccoceccocesececce 
Northern States Power eo & RST 
proskt n Edison (c) > aon cone eeccccccce seecoorese 

toh Dower & ht (a) 5s, 1944...... 600eeeoceneeseeoecs 
iat erland Tel. To hs ry “i987. cocccccececccccccecs 


SPECULATIVE. 
Railroads. 

Western Maryland (a) Ist oe, 4p, 1988... .ccccccccccceces 
Iowa Central (a) Ist Mtg. 5s, 1938............++- eoecceve 
St. Louis Southwestern (a) Cons. Mtg. 4s, 1932........ sees 
St. Louis-San Francisco (a) Adj. Meg. és, Bee Bc cccccocccce 
wo... Kenees & Sones Sd. Mtg. 5s, 1967........... eseecee 
Erie (a) Genl. Lien 4s ee  cwauamanii 
Southern Railway (a) Genl. Mtg. 4s, 1956........... eoccce 
Missouri Pacific (b) Genl. Mtg ‘4s, WTB. c co ccccece ° 

Carolina, Clinch. & Ohio (c) Ist Mtg. how 
Chic. Gt. Western (a) Ist 4s, 1959... ee 
Int. & Gt. Northern Adj. 6s, 1952..... eeecoecocoocesocsece 







Industrials. 
Chile Copper (b) 6s . 
American Writing a (a) 6s, pees o 
American Cotton Oil (a) 5s, 1931. 
Cuba Cane Sugar (c) 7s, 1980........... 


Public Utilities. 
Hudson & Manhattan (c) mite, 6 6s, 1957....... ee 
Intr. Rapid Transit (a) 5s, 

Third Avenue (b) Refg. 4s, 1960... 
Va. Railway & Power (a) 5s, 1934 


eee eee eee eee eee eee) 


Ination, $5,000. (b) Lowest denomination, seen 
ee Sitatecten, $000 (c) Lowest denomination, $100. 
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(4) Lowest denomination, $50 


(x) This Issue was created on 1921. + This issue, which represents the entire funded debt of the 


May |. 
company, was created on Nov. |, 1920. * Number of times over interest on Ly: bonds was yams. Earn 
re cutstand 





2 oe oe 8 ae of record only. 
Light 6s, Phila. Co. 





n the 
ing funded debt was earned, based on actual earnings of last five years. interest on this issue was fully covered. 
(e) Bonds In = group oe oe, anger be purchased, withthe bw 
in th up should no lon 
= ne ' mies Price 4s, ¥ Chi. & E. til. 5s. (f). These bonds should no longer be purchased. They | 
record only. 

















THE MAGAZINE OF WALL STREET 





BOND MARKET CONTINUES TO 
DECLINE 


All Issues from Governments to Specu- 
lative Bonds Reach Lower Prices 
Under Pressure 








HE bearish sentiment prevalent in 

the stock market was just as evi- 

dent in the bond market, practica!- 
ly all classes being subject to pressure, 
though with few exceptions the losses 
were not of consequence. Nevertheless, 
though the losses were not severe, the 
fact that they were incurred throughout 
the market is of particular significance 
at this time, indicating that there is little 
buying interest in the investment mar- 
ket. Government issues suffered along 
with the rest, most issues in this group 
selling considerably under par. Liber- 
ties are now selling 3 to 4 points under 
their highest prices of several montis 
ago. , 
Foreign bonds; which for a time were 
strong, later turned and reacted severe- 
ly. This was particularly true of such 
issues as the French City bonds. Most 
European issues were irregularly weak, 
though British issues were an exception 
owing to the pronounced strength of 
sterling. Illustrating the low esteem in 
which many foreign bonds are held is 
the fact that the Bolivia 8s sold to the n 
public not so long ago may now be had 
at a price of 94 to yield about 8.5%. iy 











Railroad Bonds 


The better-grade railroad issues held 
fairly well though at current levels they 
are selling considerably lower than their J and 
highest price of a few months ago, covel 
but speculative issues had to bear the from 
brunt of the selling. Several of the §& prosy 
speculative railroad bonds broke badly. Dela 
Among them were the Texas & Pacific timo 
5s which declined over 4 points in one in 
day’s trading, Seaboard Air Line 6s earn 
which declined about 4 points. The stocl 
Erie, Chicago, Milwaukee & St. Paul, tion 
and St. Louis-San Francisco issues were nigh 





all weak. It v 
It was noticeable that convertible rail- road 
road issues were weak. Bonds such as the z 
Norfolk & Western convertible 4s, New traf 
York Central debenture 6s and Norfolk ucis 
& Southern 4s were offered at lower lies | 

prices. tl 
the | 


Industrial Issues to f 


The only bonds to show any degree 
of strength among the industrials were 
the bonds of sugar companies, advanc- 
ing in sympathy with the rising sugar 
market. Mining bonds such as the 
American Smelting & Refining 5s, Cerro 
de Pasco 8s and other copper issues 
were sold at prices lower than those 
seen for some time. 

Public utilities were not distinguished 
by any particular strength, most of 
these issues declining fractionally. 

Altogether the trend in the bond mar- 
ket during the past few weeks has been 
a convincing illustration of the fact that 
in the spring and summer months it 
had over-discounted conditions. 


“ 


Ot tS KO 
~~ _— 


ono eseom 














Ss, 
he 
ut 
ce 
tle 
ir. 
ng 
up 
er 
s 
re 
e- 
ch 
st 
k, 
n 
of . 
in i 
1S . 
1e r¢ 
1d tf 
V 
} 
id # tl 
ir a 
O, c 
1e p 
3 I 
ic ti 
e 
Ss e 
e st 
l, ti 
e r 
It 
i- r 
s t 
v t 
K uC 
r hi 
tl 
tl 
t 
a 
0 
‘ t 
: l 
1 
48 
‘ I 
\ 
' r 
fb 
r 
; 1 
e 
‘ c 
; 





Cc 








nakes 


for DECEMBER 9, 1922 


Four Financially Weakened 


Railroads 





The Uncertain Position of Erie, St. Paul, New 
Haven and Seaboard Air Line—Adjustments in View 


S we approach 
the end of the 
second year of 

private operation of 


railroads, we still 
find many of the 
roads earning far 


less than their fixed 
charges, others fall- 
ing short of divi- 
1 requirements and others, on the 
trary, breaking all previous earning 
rds. This only tends to emphasize 
importance of investors analyzing 
y carefully conditions on various roads 
re making any commitments at all. 
t is quite true that several of the roads 
ch have been making poor showings 
year, have suffered large losses 
yugh the coal and shopmen’s strikes, 
will undoubtedly show marked re- 
ery from these temporary set-backs 
m now on. Such sound and normally 
sperous roads as Delaware & Hudson; 
laware, Lackawanna & Western; Bal- 
ore & Ohio; Lehigh Valley and Read- 
will undoubtedly fall far short of 
ning any balances on the common 
cks, but there is nothing in the situa- 
1 which need occasion any sleepless 
hts to stockholders in these properties. 
will be noted that all of the above 


oads carry large quantities of coal, on 


average 65% of their 
fic constitute prod- 
s of mines. Therein 
the chief reason for 

year’s setback. In 
period from April Ist 
August 3lst produc- 
1 of bituminous coal 
raged less than 60% 
normal, while an- 
acite production was 
le better than 11% of 
rmal. The earnings of 
laware & Hudson, D., 
& W. and Lehigh 
illey, all large car- 
rs of anthracite coal, 
pecially reflect the 
atly reduced volume 
traffic handled. What 
matters consid- 
bly worse is the in- 
ase in the expense ac- 
int through the shop- 


By ARTHUR J. NEUMARK 


men’s strike and a reduction in rates at 
the time when traffic was at its lowest 
ebb. 


The B. & O. Situation 


A striking example of the effects of the 
shopmen’s strike is to be found in the 
case of Baltimore & Ohio. Here was a 
road that would not have lost much as a 
result of the coal strike alone, as it was 
carrying a large quantity of bituminous 
coal from the non-union mines, and up 
to June 30th was earning at the annual 
rate of over $10 a share on the common 
stock. The shopmen’s strike, however, 
tied the road up badly and swelled the 
expense account out of all proportion to 
gross. President Willard states that the 
strike cost the road $10,000,000, completely 
wiping out all earnings for the common 
and making it almost an impossibility to 
resume the necessary dividends to keep 
the road’s bonds legal investments for 
trust companies and savings banks. 

But our problem is not reassuring hold- 
ers of the securities of strong roads, but 
to show the dangerous position of some 
of the weaker systems as a result of this 
year’s troubles and many years of ex- 
cessive overhead. 


Erie’s Position 


Not so long ago the writer pointed out 


the 


the improvements taking place in 
Erie system and the speculative possi- 
bilities in the bonds and preferred stocks 
of this road. Since that time Erie has 
suffered some very heavy losses as a 
result of both strikes and subsequent em- 
bargoes which were placed on the more 
lucrative classes of freight which are 
normally moved in large quantities from 
September Ist on. In the first five months 
of operation of this year Erie reported an 
increase of 3.4 million dollars over the 
corresponding period of 1921, an increase 
of 10.4 millions over 1920, and 6.3 mil- 
lions over 1919. In fact, it was the best 
showing the road had made since 1916, 
and had it not been for the disastrous 
results of the strikes, Erie would probably 
have earned a small balance on the com- 
mon stock this year. 

But the fact remains that Erie suffered 
a loss of between 9 and 10 million dollars 
between June Ist and September 30th, 
wiping out all the net of the previous five 
months and leaving an actual operating 
deficit of $1,257,288 for the first nine 
months of this year. 

As far as its own financial position 
goes Erie is in no position to go very 
far with earnings insufficient to cover 
fixed charges. At the close of 1921 the 
road had about 27.3 millions of quick 
which 10.5 millions was in 
cash. Against this there 
were 364 millions of 


assets, of 








current liabilities, about 
29. millions of which 
probably had to be met 
by the first of June. Of 
this amount 15.4 mil- 
lions was due for audit- 
ed accounts and wages 
payable and was amply 
covered by earnings of 
the first six months. In- 
terest charges for the 
first six months, includ- 
ing the amount matured 
but .unpaid as of Decem- 
ber 3lst last, aggregated 
about 7.3 millions. About 
50% of this amount was 
covered by earnings in 
the first half of the year, 


the balance probably 
coming from the cash 
resources of the com- 
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By January Ist, 1923, Erie will 


pany. 
have another 6 millions of interest and 


sinking fund payments to meet, and it 
is now quite evident that the road will 
be unable to meet these charges from 
earnings. October and November are 
normally big months for the road and it 
is quite likely that the road will earn 
about 3 millions net for the last quar- 
ter of this year, leaving a net balance 
above operating expenses for the year of 
about 18 million dollars, after deduct- 
ing the operating deficit for the first 
three quarters of this year. To meet this 
shortage of over 4 million dollars from 
its own treasury would be quite a drain, 
but fortunately Erie can call upon its sub- 
sidiary, the Pennsylvania Coal Co., for 
the difference. This company pulled the 
road through last year with a disburse- 
ment of over 9 million dollars, which was 


close to receivership prices and even in 
the event that future difficulties would 
make it impossible for the road to pull 
through the writer is of the opinion that 
further depreciation of prices would be 
negligible. The only thing for holders to 
do is to sit tight. 


St. Paul 


Chicago, Milwaukee & St. Paul’s trou- 
bles arise from a cause of the road’s own 
making, and while the road also suffered 
from the strikes its weaknesses date 
back nine years. St. Paul’s troubles be- 
gan with the Puget Sound Extension in 
1913 and electrification program in 1916. 
The undertaking of a huge project at a 
time of high costs and through a terri- 
tory which is not rich enough to support 
such an investment is proving disastrous 
to the St. Paul system. A capital struc- 














FOUR RAILROAD COMPANIES 
MATURING OBLIGATIONS WITHIN THE NEXT FIVE YEARS 
(000 omitted) 
ERIE: 1923 1924 1925 1926 1927 
Equipment Trusts.............. $2,394 $1,831 1,741 1,250 1,064 
N. Y. & Erie Ext’d 4%4s........ 4,617 = eee - ae . *858 
i $7,011 $1,831 $1,741 $1,250 $1,922 
CHICAGO, MILWAUKEE & ST. PAUL: 
ree $1,096 $1,096 $1,096 $1,096 $1,096 
6% Government Notes.......... 10,000 *1,248 711,955 §3,083 125,000 
Tacoma Eastern R. R........++. 793 waeee $35,100 ‘ ones 
a $11,889 $2,344 $48,151 $4179 $26,096 
NEW YORK, NEW HAVEN & HARTFORD: 
Meenas THN. ccccccccccece - $24 $980 585 
New London St. Ry. 5s........ ° $150 *915 424,900 ” . — 
Werwiel Be. By. Ge. ..ccccccccce 350 $160 *310 
| RRs o $500 $1,075 $25,210 $585 $800 
SEABOARD AIR LINE: 
Equipment Trusts.............. $285 1,440 a 
tM. cagcasedcechecesuces gence “ ne ones °3 500 _ 
Ss cn cnencaaoscas 3.000 he as sane 
is Bs Es Wns cnndncdécesss - 1,000 wae 
| SRC eee $4,285 $1440 ..... $2,704 $207 
Bonds of subsidiary companies. ft 5 loan deb. 4s, 1925. %C., M. & St. P. 
a Y +m | ~ +4 St. P., ee = = .. ~-% 5s, 1926. { Extended joan from the 
or tate mt, 
QHartiord exe ts of 1925. a a . 














just about sufficient to enable the road to 
pay its fixed charges. Pennsylvania Coal, 
a producer of anthracite coal, will earn 
far less than last year because of the tie- 
up of its mines throughout most of the 
year and higher operating expenses, but 
the company is reported to have a large 
surplus which can be drawn in emer- 
gencies. 

Facing conditions such as these, it is 
little wonder that Erie’s securities have 
declined sharply in the past two months 
and that many rumors are rife as to im- 
minent receivership. Receivership talk, 
however, seems premature and actual re- 
ceivership is decidedly unlikely unless the 
road should be confronted with new and 
serious problems in the near future. Erie 
will be able to pull through the present 
crisis, It holds a paying property in its 
rich coal properties, but it is one of the 
roads that is in a very weakened financial 
position and whose credit is at low ebb. 
The danger flag is out, the junior bonds 
and stocks of the road are now selling at 
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ture has been created which will continue 
to be a mill-stone on the company as far 
ahead as one can conceivably look. The 
capitalization per mile of road on the 
Puget Sound Extension is too heavy for 
the amount of traffic obtainable per 
mile through this sparsely settled section 
of the country. The following table of 
total capitalization as of 1913, compared 
with the present time, shows graphically 
the turn from a balanced to unbalanced 
capital structure and the tremendous in- 
creased burden the road is now under: 


CAPITALIZATION 
(000 omitted) 
Present % June 30, % 
time of total 1912 of total 
Funded debt.$434,462 65.0 $268,367 53.5 
Pid. stock.... 115,932 17.3 116,275 23.2 
Com. stock. . 117,411 17.7 116,348 23.3 
$067,805 100 $500,990 100 


St. Paul has not been able to cover its 
fixed charges since 1917. True, the period 
from 1918 to 1921 inclusive was fraught 
with difficulties for all carriers and in the 





last eighteen months conditions in the 
northwest have been far from good, but 
the fact remains that St. Paul would have 
difficulty in earning anything above fixed 
charges under almost any conditions and 
the outlook at this time does not indicate 
any such conditions as would be neces- 
sary for this road to make both ends 
meet. Earnings for this year, while far 
better than at any time since 1917, will 
not be sufficient to cover full interest re- 
quirements. How long can this condition 
last? The red danger signal has been tak- 
ing on a deeper hue with each succeeding 
year. 
Road Financially Weak 


Financially, St. Paul is considerably 
weaker than Erie. Its own balance sheet 
reflects an urgent need of quick assets and 
the road has no anchor to windward in 
the form of a rich subsidiary to call upon. 

On December 31st last St. Paul’s quick 
assets totaled 18.8 millions, of which 7.7 
millions were in cash. On the other hand, 
current liabilities aggregated 32.1 millions. 
Of this amount 15.7 millions was due for 
wages and balances due other roads and 
was taken care of out of this year’s earn- 
ings. There was 7.8 millions due for ma- 
tured and maturing interest on the funded 
debt. Add to this about 12.7 million dol- 
lars interest to be paid before the end of 
the year, we find St. Paul confronted with 
the necessity of meeting 20.5 millions of 
interest before January 15th next. 

Now let us examine the income account 
for this year. In the first nine months of 
operation St. Paul earned 8 million dol- 
lars above all expenses. Car loadings of 
the road since October Ist indicate a very 
heavy volume of traffic and it is quite like- 
ly that the road will at least equal the 
earnings of the last quarter of 1921, or 
about 4 million dollars, bringing the total 
net for the year up to 12 millions. It 
would thus take all of the available cash 
to meet this shortage, and reduce the road 
to the necessity of making another loan 
or relying upon sufficient earnings to meet 
next year’s requirements. This is dan- 
gerous running for any company, be it 
railroad or industrial, but St. Paul’s trou- 
bles do not end here. 

As shown in the accompanying table St. 
Paul will be confronted with the neces- 
sity of refunding many maturing obliga- 
tions within the next three years. Unless 
there is a very material increase in earn- 
ing power in the meantime the road will 
have great difficulty in selling any of its 
General and Refunding mortgage bonds. 

On January Ist next the road will be at 
the mercy of the Government again, but 
there is little doubt but that this loan will 
be extended as was the 25 million dollar 
loan which fell due last March. 

Viewing the situation in its entirety it 
is difficult to find anything encouraging in 
the present outlook and in the opinion of 
the writer the best thing for all interested 
in this one-time prosperous property 
would be a bold move by the directors to 
scale down the funded debt materially. 


New Haven 
New York, New Haven & Hartford is 
in much the same position as St. Paul. 
(Please turn to page 280) 
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Gross Earnings Reach Peak 


. Gross Earnings Large, But Net Is Below Expectations 


ating month in the year. It is the 

month of heavy shipments and in 
lis respect October, 1922, was no ex- 
eption to the rule. Car loadings for the 
1onth practically equalled the record es- 
iblished for the corresponding month of 
ist year, but the carriers were unable to 
btain the full benefits from this large 
olume of business because of numerous 
mbargoes and extraordinary expenses 
rising from the continuance of strike con- 
itions on many of the eastern roads. 
Sporadic outbreaks still continue and sev- 
ral of the roads are compelled to main- 
ain guards and care for the men. Even 
hose carriers that have settled the strike 
nd are working their normal forces again 
iave had to make unusually heavy mainte- 
ance expenditures on all the equipment 
hat was run down during the strike. 


() sine 0 is normally the best oper- 


The coal roads, with the exception of 
he larger haulers of coal from the non- 
inion, bituminous fields, suffered severely 
rom the combined effects of the coal and 
rail strikes and several of these carriers 














CLASS I ROADS 
(000 omitted) 
*Month’s normal 
Net oper. earnings to give 
income a 6% return 
November, 1921.$66,198 $109,328 
December ...... 55,000 91,200 
January, 1922... 29,530 74,100 
February ...... 47,770 68,000 
BED. écccecens 83,511 78,000 
BT Bas cccccccces 50,271 88,500 
ff a 61,980 89,000 
i ict 76,594 97,500 
Se  eteen eae 69,239 103,200 
|} August ... 52,579 113,400 
|| September ..... 58,457 125,000 
i| *October ...... 100,000 136,000 
i * Estimated. 














vill undoubtedly fall short of earning 
heir fixed charges this year, and the bal- 
nee are almost certain to earn far less 
han their dividend requirements. 


November Earnings Should Be Big 


The car loadings for the first three 
veeks of last month were considerably in 
xcess of the corresponding periods of 
921 and 1920, and in fact came very close 
» equal the figures for the first three 
veeks of October. Thus with indications 
f a very large gross business and with 
ie heaviest expenditures incidental to the 
ehabilitating of the run-down equipment 
ecorded in October, it would not be sur- 
rising to see many of the roads exceed 
he showing made in that month. 
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ESTIMATED ANNUAL EARNINGS OF RAILROADS BASED ON 
FIRST TEN MONTHS OF 1922 
The following table is compiled on the actual average percentage of the first ten 


months’ net operating income to the total traffic year for the past ten years for each 
individual railroad. 


$ $ 
Net % Per Share Per Share 
Operating Charges on on 
Road Deficit Earned Preferred Common 
CEE, iiccccetkeuneeesneuess §«600060000 8 8=©6 9060855 @£=© | dan OSS $9.70 
Atlantic Coast Line. ... ~~... +++++ nieneue wines i -cosbees 17.20 
Baltimore & Ohio..........+++++ sees eee — ###~‘erew jj scuncde 
Buffalo, Roch. & Pittsburgh. ... ee ee esis 
Connie Wee. ncccccoveccecce e00ceee «= seneces = ceses 10.70 
Carolina, Clinch. & Ohio.........  s-e0+++ tees ’ 4.00 
Central Of N. J... .cccccccccceccs  sececes ——" = ‘eaweaun 4 wWeemdene 
Chesapeake & Ohio........---0+5 0 teens nen - j4§~«neeaste 8.75 
Chicago & Alton........0.-0++5 occas —_ sects .§ -aedmeen 
Chicago, Mil. & St. Paul......... seseses 65 ees iinabadti 
Chicago North Western........-- — panesen — 5.00 
*Chicago, Rock Island Pacific.... a“ @ ~buwes ia 25 
Chicago, St. Paul, Minn. & O.... 0 csc eeee eee eee eee 1.80 
Cleve., Cinn., Chic. & St. Louis... 14.70 
*Colorado & Southern..........- “—“ ones , 7.40 
Delaware & Hudson...........-. naesesa — een eure 
Delaware, Lackawanna & Western. naan sebkies j§ <Geandes 3.40 
i caunekpedsoudssews6060e00 0 > §€=aiseee 4§ sehkeas 2 
Great Northern. ......0.sseeee++ 2oeee “4.45 - 
NS GEE cc ccnccepenessess 4 conenes §§$‘-e86e0nn j§ oneness 15.00 
*Kansas City Southern........... 9 «+++: > ae’: eine 2.65 
Lehigh Valley. ......-..-+++0+++ ‘ , _ # esese j§ «seamen 
Louisville & Nashville..........-+ cseesee seen 16.80 
*Missouri, Kansas & Texas.....--  ---0-++ we wee 2.05 
Missouri Pacific.........seese0++ 9 ceeee i ceeee eee 
New York Central.......... este 4 ceeesss 8 = eeeeeee =i ws 5.90 
*N. Y., Chicago & St. Louis.... weheds . 060000 qj Skewes 218.65 
N. Y., New Haven & Hartford... wie : 54 igre 
*N. Y., Ontario & Western...... ._  e0ttnn § enes 35 
Norfolk & Western..........+++: 13.75 
tee aa eke 8 6=6lpeeeee 0U€U€C~;Cl0U0UC~«C ees 3.35 
DIED cccteneanenbscesess csseess jj§§. coseeesn §§§ eneuses 1515 
DP ccenscccgepnapebe <eneete q- 6660080. |. snns S 6.60 
*Pittsburgh & W. Va...........- cans 
Reading ..ccccccccccccccce jel depute .odieuaue. § «jinn 1.50 
DPC PERccccnee «606006 j j.a606008 | Wenbeobe 1.80 
*St Louis-Southwestern.... ° 900 aeeeess $$$ seesese qo seeeess 12.25 
*Seaboard Air Line......... see 0 tho nees 0 cg ee 
Southern Pacific...........-s00+8 9 ++ : ine”  seendins °9.05 
Southern Railway............+- eo ‘seeeese <@4e0002 qj. seeauos 1.80 
it i iinctchabaeen  «séaces j§§. se0660a ij. sesween 2.35 
Toledo, Bt. Lewis @ Westerm.... cccccee = cccccce «ss cvccnes 15.00 
Union Pacific...........+..+- e séeuse wsesees = eeences 10.35 
Wee .cccccccccecccoccscees - css 
Western Maryland............. : : aia Ciel Se 
Wheeling & Lake Erie....... oe ; | ee aes 


1 $50 par value. * After 5% on the common stock, all classes of stock share equally 
* Without oil income and after capital adjustments. ° Assuming that all of the outstanding 
preferred B is converted equally into preferred A and common stocks. * Only class of stock 
outstanding. * Exclusive of interest on adjustment income bonds. * On the 7%, first 
preferred. * On basis of first eight months’ earnings. ‘ 























Business Suicide via Competition 


Getting the Business Regardless of Cost— 








Why Profits Are Slim Despite Huge Turnover 


OT for over two years has the 
N volume of business in this country 

been so great. This is attested by 
a number of different signs. For ex- 
ample, car loadings are above the mil- 
lion mark, the steel trade is very active, 
unemployment is down to a bare mini- 
mum, the chain stores have had the best 
year in their history, we have had very 
large crops and the volume of foreign 
trade, while low in comparison with war- 
years, is still of substantial amounts. 
Yet, in spite of all these signs 


By E. D. KING 


early part of the year were very low. 
What hampered the tire industry? Com- 
petition! All during the year there has 
been a terrific price-cutting war in the 
industry. Prices were slashed to a point 
where few companies could make suffi- 
cient profits to report a surplus on their 
common stocks. Yet business all during 
this period was of large volume. 

Why, in that case, did the big tire- 
companies find it necessary ta cut their 
prices? Why could they not take advan- 


nearly capacity, the tire companies were 
unable to take advantage of this situa- 
tion and make moriey. 

The same thing has been true of other 
industries, though the circumstances may 
have varied. Take the steel industry, for 
example, where the greatest competitive 
activity has prevailed all year. Here we 
have also had a situation where the aver- 
age company in the field has been un- 
able to make money though the volume 
of business rose during the greater part 

of the year. Only the Steel Cor- 





of active business, to which 
more could be added, business 
men are constantly complaining 
that they are unable to make 
profits. And their complaint, to 
a greater or less extent, is jus- 
tified. Indeed, as seen in the re- 
ports of many leading com- 
panies, the amount of profit, as 
indicated for this year, is sur- 
prisingly small in view of the 
large amount of business these 
companies have carried on their 
books. 
A Paradox 


What is the reason for this 
paradoxical situation? Why are 
sO many companies, including 
among them some of the most 
important corporations of the 
country, failing to make good- 
sized profits though their mills 
are operating or have operated 
at nearly top-speed this year? 

The answer is COMPETI- 
TION—competition of a sort 
that has persistently eaten into 
the margin of profit, that has 





viewpoint. 


HE large volume of business now being 
enjoyed by industry on many sides is a 
gratifying instance of the inherent strength of 
this country’s position from a purely economic 
To assume from this, however, that 
profits are correspondingly large and that indi- 
vidual corporations are likely to show this year 
large balances of earnings on their common 
shares is to view the situation superficially. 
fact is that while the gross amount of business 
being transacted is very large, the net profits are, 
on the average, surprisingly low. 
many reasons to account for this paradox, but 
the most important, probably, is the tremendous 
competition existing in practically every branch 
of industry in this country. 
and more apparent that we are entering the 
greatest competitive period in business in all 
history. 


The 


There are 


It is becoming more 


poration has been able to make 
profits this year among the larger 
companies, and these profits have 
been by no means large. In this 
industry, however, the competi- 
tion among companies has not 
been so much for business as it 
has been for labor. Shortage of 
labor in many of the steel-pro- 
ducing districts has caused a sit- 
uation in which individual com- 
panies have had to bid against 
each other for a full labor sup- 
ply by advancing their wage 
levels against each other. 

This has also been true, and 
still is, of the copper-mining in- 
dustry. Nearly every company 
in this group is having difficulty 
in securing efficient workers and 
wages have been raised in many 
districts. The result has been to 
cut into the margin of profit to 
such an extent that even low- 
cost producers will be unable to 
report balances this year to 
amount to any size. 

Thus competition of one sort 








compelled business firms to seek 

volume of business at the expense of 
profit and that has forced them to make 
all manner of sacrifices to enable them 
to hold on to their trade. 

Never before in the history of this 
country has competition been so keen 
and so universal. Entire industries have 
been submerged by this factor. Many 
instances can be brought up to prove the 
contention. 

For example, there is the tire industry 
which started out this year, evidently 
facing at least a period of fair profits. 
Yet the earlier hope of a satisfactory pe- 
riod has not materialized, despite the 
fact that costs of raw material in the 


218 


tage of the rising demand and at least 
hold prices, if, indeed, they did not raise 
them? The answer is to be found in the 
competition of the small manufacturer 
and dealer. With his low costs, he was 
at all times in a position to undersell the 
large manufacturer and to take away’ a 
good part of his business. It was not 
until the big producer lowered his price 
that the little fellow had his business 
taken away from him, but even when it 
was taken away from him the big pro- 
ducer had to keep his prices down, in 
fear of competition from other big fac- 
tors in the industry. Thus, at a period 
when their factories were operating at 


or another has contrived to pull 
down earning power this year though the 
volume of business has been large. Men- 
tion should also be made of competition 
for fuel supplies owing to the shortage 
caused by the coal strike. More recently 
also there has been a shortage of freight 
cars with competition ensuing. 

In the past few weeks an extensive 
price-cutting campaign has developed 
among the tobacco retailers, including the 
large chain-store systems. Here has de- 
veloped a situation similar to that of the 
tire companies. ‘The little tobacconists 
have undersold the big companies and the 
latter have been compelled to lower their 

(Please turn to page 260) 
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New Developments 
in Motor Industry 


- Manufacturers Going Into the Glass- 
Making Business—Demand for Closed Cars 


By W. A. WARREN 


ENERALLY 
ft. speaking, pro- 

duction sched- 
ules among automo- 
bile manufacturers 
ire being adjusted to conform with the 
lessened demand, which always occurs at 
this time of the year. Furthermore, with 
a number of concerns getting ready to 
close for two weeks at the end of the year 
for inventory-taking purposes, it is most 
likely that volume of production will fall 
still further during the period immedi- 
itely at hand. These, however, are usual 
ccurrences during the month of Decem- 
ber and should not be regarded as intrin- 
sically unfavorable. Among the large 
producers, it is likely that Ford will 
close down his plants from December 23 
to January 2. Other manufacturers will 
be getting ready for resumption of activi- 
ties toward the middle of January. 


One of the fundamentally important 
developments in the industry is the 
steadily growing demand for ali-year- 
around cars, for which purpose the closed 
body is more adaptable than the touring 
ar. The stabilizing effect of the demand 
for closed cars on the industry, as a 
whole, cannot be over-emphasized. Here- 
tofore, the industry has been subject to 
very sharp fluctuations in demand with 
the approach of the cold season. Most 
people with open cars preferred not to 
drive them in inclement weather. The 
closed car, however, does away with that 
difficulty and the result has been, in recent 
years, to steadily augment the demand 
for such automobiles, with the result that 
many producers now have fairly steady 
production throughout the year, whereas 
formerly they were busy only during the 
Spring and Summer months. 


Particularly has this been true in the 
current year, which has witnessed a sharp 
increase in demand for closed cars. The 
closed car business, which was expected 
to develop this Autumn, has fully come 
up to expectations and has again illus- 
trated the fact that the closed car capacity 
of the automotive business is not sufficient 
to take care of the ever-increasing de- 
mand. As one prominent manufacturer 
in Detroit recently stated, “we have been 
short of closed bodies every year for the 
past ten years, in spite of the fact that we 
have always made our plans in June for 
our closed car output.” Production of 
closed cars during November has prob- 
ably broken all records for that month, 
though the total volume of production, 
including open cars, will undoubtedly be 
lower than October. 
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An important feature in 
connection with the manu- 
facture of closed cars is the 
fact that some manufac- 
turers have been hampered 
in securing sufficient output 
of glass for their bodies to 
keep up heavy production. 
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shortage of glass has been 
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production would have 

been even higher than that indicated 
in the past few months. In order to ob- 
viate this difficulty in the manufacture of 
closed cars, a number of plants in the 
automotive ficlds have made moves to 
secure sufficient control of glass sources 
and quite a number are operating their 
own glass-making plants. Incidentally, 
the tendency among manufacturers to be 
fully contained is growing more and more 
pronounced. 

The fuel situation which threatened to 
be disturbing during the Winter has now 
passed the crisis and none of the plants 
report any fears that they will have to 
suspend operations for lack of fuel dur- 
ing the coming months. Moreover, the 
supply of coal is increasing rapidly and 
prices are falling, something of which the 
automobile manufacturers will not fail to 
take advantage in the coming months. 

Among the big automobile manufac- 
turers, Buick and Studebaker are still 
going ahead at full blast. These two 
leaders have done phenomenal business 
this year. An illustration of the growth 
of Buick is the fact that the company 
shipped 16,939 cars during the fiscal year 
of 1911 and shipped 33,023 in 1914. This 
year in the months of September and 
October alone, Buick shipped more cars 
than it did in 1911 and 1914 combined! 

A feature of the automobile situation 
in 1922 has been the restoration to popu- 
larity—and incidentally to profits—of a 
number of companies that have been 
known to the trade since the very begin- 
nings of the industry. Among these com- 
panies are Packard and Peerless. Pack- 
ard, which during the past few years has 
not been a conspicuous success financially, 
will earn over two millions this year, 
despite the fact that it operated at a loss 
in the first six months. Peerless has also 
come back in fine style and the concern 
reports that its present cash sales exceed 
all previous figures. 

The truck manufacturing end of the 
industry, while not in such a strong posi- 


tion as the passenger end, is nevertheless 
in a better position than it was a year 
ago. The truck industry is going through 
a process of adjustment and elimination 
very much in the same way as the pas- 
senger car business did in 1912 and 1913. 
During those two years the number of 
manufacturers dropped materially, though 
the total volume increased. Stronger 
concerns, better financed and capable of 
quantity production, and, consequently 
possessing ability to market at lower 
prices at a profit, prospered at the ex- 
pense of the weaker concerns. This sit- 
uation is now true of the truck business, 
and it is most probable that a number of 
the weaker truck concerns will continue 
to be eliminated from the scene of action 
as they have been in the past few months. 

It is possible, at this time, to gain a 
fair perspective of the outlook for the 
first few months of 1923 in the passenger 
car end of the industry. It may be stated 
that the industry, as a whole, has never 
been in a stronger position than at pres- 
ent so far as its ability to meet any de- 
mands placed on it may be concerned. 
Though sales this year have been beyond 
expectations, it should be pointed out 
that sales conditions throughout the 
country have been “spotty.” For in- 
stance, the farmer market, which was 
anticipated at the beginning of the year, 
never developed, and territories such as 
Kansas City, which were expected to be 
a big market for the medium and higher 
priced cars, failed to materialize, though 
there was a satisfactory volume of sales 
of low-priced cars in those districts. 

Sales authorities, however, predict that - 
when the Kansas City field opens up and 
the pent-up demand there is released, it 
will have a marked effect on the total 
volume of sales, and there are other terri- 
tories in the grain belt in the same posi- 
tion. Yet it should be taken into consid- 
eration that the farmers are not in a 
position to buy heavily and, though they 
need the cars, they may prefer to save 
their slim returns of this year. 
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HE present wage agreement between 
T the coal operators and the coal min- 

ers terminates at the end of next 
March. The truce that was concluded a 
short time ago is generally recognized as 
being merely a period in which both sides 
may prepare for even a greater struggle 
between these two powerful forces than 
the one that resulted in a five months’ 
suspension of operations during the 
spring and summer just past. 

In the meantime, politics has entered 
the lists, and, from the point of view of 
the investor, this is the most serious phase 
of the coal industry. Last September, 
Congress enacted a law providing for a 
fact-finding commission to assist and ad- 
vise the national legislative body on mat- 
ters relating to the industry. As far as 
the public is concerned, there appears to 
be ample justification for it to step in 
through its elected representatives in an 
endeavor to prevent again the calamity 
that threatened the country during the 
recent strike. 

It is doubtless true that the public 
knows less of the problems of the coal 
industry than it does of any other indus- 
try essential to its welfare. As unin- 
formed as it generally has been on the 
railroad and public utility industries, yet 
it had a general appreciation of some of 
the fundamentals involving these indus- 
tries. It never fully understood the 
danger of political meddling with the rail- 
roads and the utlities, but there is some 
explanation for this. The railroads never 
stopped operating, even though many of 
them were forced through receivership. 
And as long as they were being operated, 
the public was under the mistaken impres- 
sion that no one was being injured ex- 
cept the bankers and rich owners. The 
utilities, also, were generally kept in 
operation, and with the exception of in- 
frequent street railway strikes, which 
were local in character, the public utility 
problem did not threaten any serious in- 
convenience to the public. Nor did the 
problem ever become a national one. 


The Policy of Government Regulation 


There is no doubt that governmental 
regulation of railroads and utilities has 
been beneficial to the public in many 
ways. It has done incalculable harm in 
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AreCoal Stocks Good 
Investments? 


Possible Effects of Nationalization of 
the Coal Industry on Coal Securities 


By THOMAS B. PRATT 





many respects, but even 
the severest critics of reg- 
ulation would be _ hard 


pressed to prove the de- 
sirability of returning to 
the days of non-regula- 
tion. The public certain- 
ly has a right to a voice 
in the management of 
semi- public corporations 
and industries. Its wel- 
fare is too vitally con- 
cerned with the continuous 
operation of such indus- 
tries to give up that right. 
The policy of regulation is 
hence an established one 
in this country and rather 
than relinquish any of its 
rights in this respect, the 

















tendency is more likely to 
be in the other direction. 

If this policy is deter- 
mined and more or less 
successful in respect to 
public service corporations, why should it 
not apply also to the coal industry? There 
has for years been an undercurrent of re- 
sentment against the coal companies, and 
it has been increasing steadily since the 
strike during Roosevelt’s administration, 
when one of the leaders in the industry 
attributed his leadership as a gift from 
Divine Providence. This feeling of re- 
sentment, however, did not come to a head 
until the recent strike. The public then 
realized that this situation must be looked 
into and a remedy applied. So Congress 
has started its investigation and a thor- 
ough housecleaning is promised the coal 
industry. This business has now been 
forced into politics, to a large extent 
through its own incompetence. The in- 
vesting public has two excellent examples 
of political interference upon securities. 
The question that investors must consider 
now is the effect of whatever Government 
action may be taken upon the securities 
of the large coal companies. 


Nationalization of Coal Mines? 


There is little doubt that Congress 
will put the industry under some de- 
gree of control. The situation in some 
respects is quite different from the one 
that confronted the railroads and utilities. 


© Ewing Galloway, N. Y. 


Dumping a carload of coal at a time. 
machine is used on the’ B. & O. Coal Pier at 


This huge 


Baltimore 


This difference lies mainly in the fact that 
there are two important factions in the 
coal industry that Congress will have to 
contend with. One is the operators and 
the other the miners. Both are powerful. 
The miners number hundreds of thou- 
sands of men, however, and many of 
them are affiliated with labor in other in- 
dustries. They will, therefore, be an im- 
portant political factor in whatever action 
the public may take through Congress. 


As usual, however, the unorganized 
faction in the coming struggle will be the 
investors in coal securities. Another elc- 
ment has entered into the valuation of 
such securities—politics. Aside from the 
usual elements of security, market, yield 
and earnings, there has entered an un- 
determinable factor whose influence it is 
fairly safe to assume will be detrimental 
—for a period, at least—to the value of 
the stocks of the larger coal companies. 


The principal coal stocks listed on the 
New York Stock Exchange or the New 
York Curb Market are Burns Bros., Elk- 
horn, Pond Creek, Pittsburgh and Glen 
Alden. The effect of politics upon these 
five companies would not be the same by 
any means, nor would it be possible to 
predict with any certainty what effect 
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coming political events may have on any 
one of these companies. The situation as 
regards the coal stocks is an uncertain 
one at best, and for that reason these 
securities are exceptionally speculative. 


There is every probability that they will 
be the football of politics for some time 
ta come and that takes from them any 
degree of stability that they may now 
possess. 


-_ 





Burns Bros. Coal 


Position of the Company’s Securities 


URNS BROS. is less likely to be 
B affected by any changes that may 

come about in the industry than any 
of the producing companies. This com- 
pany’s activities are limited to retailing 
-oal in New York, Brooklyn and Jersey 
City. It purchases its coal from mining 
companies direct under open market con- 
ditions. It is, therefore, strictly a dis- 
tributing organization. This concern is 
well organized and handles a gross busi- 
ness of over $30,000,000 annually. Last 
year the company absorbed William Far- 
rell & Son, Inc., necessitating recapitaliza- 
tion of the company. 

At the present time the company has 
no funded debt and the capitalization 
consists of four classes of stock. There 
are outstanding $1,208,600 of prior prefer- 
ence 7% cumulative preferred, par $100; 
$2,975,100 of 7% cumulative preferred, 
par 100; 80,944 shares $8 cumulative A 
ommon, no par; and 80,940 Class B com- 
mon, no par. The Class A $8 common is 
entitled to cumulative dividends at the 
rate of $8 a share and thereafter shares 
ratably share and share alike with Class 
B common in all further distribution. 
On October 10, the regular quarterly divi- 


dend of $2 was declared on the Class A 
common and also 50c extra, and S0c a 
share was declared on the Class B 
common. 

This company is considering the desira- 
bility of changing its capitalization again, 
and another development that is said to 
be under way is a merger with the Con- 
sumers Coal Co. 

Burns Bros. has equipment to handle 
21,000 tons of coal a day. Daily deliv- 
eries in September amounted to a few 
hundred tons only, but in October deliv- 
eries jumped to 12,000 tons daily. On 
that volume the sale of 5,000 tons a day 
was necessary to cover expenses, so that 
the profit from 7,000.tons was clear. For 
the year ended March 31, 1922, the com- 


pany reported net income of $1,700,409. 
Dividends amounted to a little over 
$1,000,000. There was carried to surplus 
$619,052. On March 31, 1922, the com- 
pany had total assets of $28,908,377 and 
net working capital, that is, excess of 
current assets over current liabilities, of 
$5,768,140. The net tangible assets appli- 
cable to the Class A stock amounted to 
$76.83 a share, exclusive of good will, 
leases, etc. Class B stock had an equity 
on the same date, March 31, 1922, of 
$16.83. The earning power of the com- 
pany is indicated by the fact that the 
earnings last year on Class B stock, after 
providing for prior dividends, amounted 
to $7.49 a share. 

At current prices of 146 Burns Bros. 
A stock, which is paying $10 per share 
annually in dividends, if 50 cents quar- 
terly extra payments are included, is 
not especially attractive, as it is yield- 
ing only 7%, which is low for a specu- 
lative issue. The stock has undoubt- 
ed earning power, but its very high 
price is an unfavorable feature. The 
s me is true of the Class B stock, 
which pays $2 a share annually and 
which at current prices of 47 returns 
only 414% on the investment. 








Pittsburgh Coal Company 


No Prospects for Common Dividends 


not only by the coal strike this year, 
but its production in 1921 was re- 
duced materially as a result of high wages 
paid to union miners. The company’s 


ms oaly ty Coal Co. was affected 
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former established markets last year 
were cut into by non-union mines, which 
were able to produce at a lower cost than 
mines worked with union labor. As a 
result the company’s production in 1921 
was only 8,956,562 tons, a decrease of 
4,185,103 tons from 1920. The five months’ 
suspension of operations this year, due to 
the strike, necessitated the passing of the 
common dividend due to be paid in Oc- 
tober of this year. 

Pittsburgh Coal has a funded debt, in- 
cluding that of subsidiaries, of $14,871,- 
634. Its capitalization consists of $35,- 
000,000 6% cumulative participating pre- 
ferred, and $32,169,200 common. In 1920 
the company earned 14.40% on its com- 
mon stock, and ia 1921, 4.89%. At the 
end of 1921, the company had a good 
working capital position, its net working 
capital amounting to $16,958,326. Its coal 
lands were carried at $112,369,244, and 
the common stock had an equity of 
$326.16 a share. 

This is one of the coal companies 
whose securities are particularly specula- 
tive for the reason that its mines are 
worked by union labor. As the war be- 
tween the operators and miners may be 
renewed in the spring, the outlook for 
1923 is not bright. 

As a stock selling in the fifties, Pitts- 
burgh Coal common, remembering that 
it no longer pays dividends, cannot 
be said to be in an appealing position. 
Furthermore, with the basic coal situa- 
tion so unsettled, it is doubtful that 
dividends can be restored for a very 
considerable period, as the manage- 
ment will undoubtedly desire to await 
developments in Congress before dis- 

(Please turn to page 272) 
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Stocks That Seem High Enough 


An Analysis of Seven Securities That No 






Longer Appear to Be in An Attractive Position 


whether we are in the aftermath of 

a bull market, or suffering a normal 
reaction in a bull market, it is of increas- 
ing importance that the most careful se- 
lection be made in making commitments 
on the buying side at this time. Natural- 
ly, the decline in prices suggests the 
possibility or probability that individual 
stocks have thoroughly discounted the 
improvement in their respective lines of 
business and cannot be expected to ad- 
vance further, pending definite construc- 
tive developments and a number of such 
issues are described in this article. It is 
not necessarily to be inferred, however, 
that the issues discussed here are short 
sales, but an attempt is made to point 
out to potential buyers of speculative 
stocks some cases in which the utmost 
caution should be employed. 


ALLIED As is well known, 
CHEMICAL Allied Chemical and 

Dye Corporation is a 

combination of leading 
chemical manufacturers of the country, a 
combination which was formed in 1920. 
At that time it was understood in spec- 
ulative quarters that the common stock 
of the combination, that is, the common 
stock of Allied Chemical, would be placed 
upon a $6 dividend basis. Five months 
after the combination was formally ef- 
fected, or in May, 1921, dividends at the 
rate of $4 a year were initiated on the 
junior shares. This rate is still effective 
and there is less disposition to look for 
an early increase to $6. 

As a consequence of the early expec- 
tation of a $6 dividend rate, Allied Chem- 
ical came to be regarded in the light of 
a stock which only temporarily was on 
a $4 basis and its market position was 
largely governed by the supposed $6 divi- 
dend probability. From a low of 55% 
in January last, common advanced to 
91% in September. Possibly the high 
price represented overdone speculation, 
speculation which was fed by the reports 
of increase in the dividend rate. The 
stock broke quite sharply from the high, 
and is now at levels somewhat more in 
keeping with a $4 dividend issue. 

In 1920, Allied Chemical earned be- 
tween $6 and $7 a share on the common 


P sacter we ae of the question of 








EARNINGS PER SHARE 

1919 1920 1921 
Allied Chemical..... ..... $6.70 $2.64 
Amer. Radiator ... $5.75 5.75 6.14 
Amer. Sugar ...... 22.45 2.75 Def. 
Houston Oil....... Nothing 2.06 0.92 
Pressed Steel Car...$27.12 18.25 Def. 
Sears-Roebuck ..... 26.00 13.00 Def. 
United Drug....... 14.50 8.90 Def. 























By JOHN MORROW 


and in 1921, $2.64 a share. In the first 
half of 1922, earnings showed a material 
increase over the corresponding period 
of 1921, but apparently the increase was 
not such as to warrant the declaration 
of dividends at a $6 rate. 

It would appear as if Allied Chemical 
common is at the stage where it is still 
suffering from a speculative disappoint- 
ment, that disappointment being a con- 
tinuance of the $4 dividend rate. If an 
increase to $6 is not on the schedule 
for the near future, the shares, sell- 
ing to give an income return of barely 
6%, have not apparent speculative pos- 
sibilities, and no especial claims based 
on rate of income return. 


AMERICAN «+ When the boom in 
RADIATOR the building industry 
COMPANY _ was a question of prob- 


ability rather than pos- 
sibility, it was quickly recognized that 
the American Radiator Co. would be in 
line for special improvement in business. 
It is a conservative company, excellently 
managed and with an impressive earning 
record. From a low of 66% in Janvary, 
1921, the stock moved consistently up to 
a high of 129 in October, 1922. The rise 
was not only a reflection of the big jump 
in building contracts, but also an antici- 
pation of the expected capitalization of 
surplus. This expectation was realized 
by the declaration of a 50% dividend 
payable in common stock on December 
30th, this year, to holders of record De- 
cember 16th: 

It is to be borne in mind that Ameri- 
can Radiator was not one of the com- 
panies which found its position in any 
way impaired by the depression of last 
year. There were no bank loans, no de- 
crease in profit and loss surplus and 
whatever adjustments of inventory ac- 
count were necessary were made without 
any impression upon the balance sheet. 
In fact, profit and loss surplus at the end 
of 1921 was $600,000 ahead of the 1920 
total. 

Notwithstanding the all-around excel- 
lency of the company, American Radia- 
tor is one of those corporations on which 
the “news is out.” The building boom 
has been fully and thoroughly recog- 
nized as a speculative impulse. Further- 
more there is no such assurance now as 
there was at this time last year that 
building contracts are going to multiply 
in big ratio. Secondly, American Ra- 


diator had fulfilled expectation by de- 
claring the 50% stock dividend and that 
speculative impulse has been fully played. 

It is officially announced that the pres- 
ent common dividend rate of $4 a share 
will be maintained on the increased issue 
of common stock. 


In other words, if the 





HIS article represents frank 

opinion on the present posi- 
tion of seven well-known securities. 
Present market position of these 
stocks is an important considera- 
tion, though no attempt has been 
made to forecast their immediate 
price movement. The effort has 
simply been to review certain 
phases of the respective companies 
which, in the opinion of the 
writer, should restrain investors 
from making an investment in 
these shares at current levels. 











$4 dividend rate is maintained, it will be 
equivalent to a increase of from $4 to 
$6 in total income return to the present 
holders of the shares. The 50% stock 
dividend is still “in” the market price of 
the stock as the shares have not yet sold 
“ex” the stock dividend. The present 
level would indicate a price of 80 or 
thereabouts for the shares “ex” the 
stock dividend, and 80 for stock paying 
dividends of $4 on which most of the 
speculative ammunition has been ex- 
pended is not at a low level, or looked 
at in another way, a $6 stock selling at 
116 is not at a particularly low level. 
There is no intent here to invalidate 
the claim of the American Radiator 
shares to a most substantial standing, 
but the point is to endeavor to show 
that, from a speculative viewpoint, the 
stock is not attractive at current prices. 


AMERICAN To say that a common 
SUGAR stock which has enjoyed 
REFINING _ the popularity of Ameri 


can Sugar Refining 
common is too high at $75 may invite 
criticism. However, at this stage of the 
securities market careful buyers of com 
mon stocks are beginning primarily t 
consider income return or if the stock 
is not a dividend-paying stock, to weigh 
the probability of the restoration of divi- 
dends at a rate which will yield a com 
mensurate return. 

That American Sugar Refining suf 
fered so heavily last year was largely duc 
to circumstances over which the com 
pany had no control. But nevertheless, 
the loss which did occur reduced profit 
and loss surplus from 23 millions to 7 
millions and left the company in posses- 
sion of a bundle of “frozen credit” con- 
tracts for sugar, which purchasers re- 
fused to assume and which, to enforce, 
the American Sugar has had to insti- 
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tute suits. This litigation is bound to 
consume considerable time and in the 
meantime, may serve to confuse the final 
clearing up of financial condition. 

Early in the current year, an issue of 
30 millions in 6% bonds were sold, the 
interest on which requires 18 millions 
annually, equivalent to 4% on the 45 mil- 
lions common stock outstanding. Be- 
fore the business depression, American 
Sugar had no funded debt and the addi- 
tion of the bond issue as a prior charge 
against earnings, will make it necessary 
for the company to earn just that much 
more in order to pay sizable dividends 
upon the junior shares. 

There is no doubt of the improve- 
ment this year in the sugar industry 
and apparently little doubt of the abil- 
ity of refiners to earn fair profits next 
year, but as with the case of many 
other corporations in a condition simi- 
lar to that of American Sugar, the rise 
in the stock has thoroughly recog- 
nized business improvement and fur- 
ther advances manifestly depend upon 
the restoration of dividends. There- 
fore, it does not seem as if there was 
any particular incentive in buying 
American Sugar common around pre- 
vailing levels. 


Houston Oil common 
has been more or less 
of a favorite specula- 
tive medium. The stock 
has an erratic market, is subject to wide, 
and often sudden fluctuations, usually 
dicated by “specialists” but nevertheless 
because there is at times considerable 
bullish information disseminated, the 
shares attract an outside following. 

The low this year has been 66 and the 
high 9034. Currently, the stock is around 
the low of the year, but if earning power, 
as expressed by published figures, be used 
as the determining factor of value, the 
level between 65 and 70 does not appear 
to be a bargain level. The common stock 
of 25 millions is preceded by 9 millions 
in 6% preferred, upon which dividends 
are earned and paid. The balance for 
the common shares during the past few 
years when, generally speaking, oil com- 
panies have been prosperous, has not 
been impressive. In 1921 about $1 a 
share was earned on the common. 

In the nine months ended September 
30, 1922, surplus for the common was 
$4.25 which however was before allow- 
ance for depreciation and depletion—a 
most important and necessary item with 
all conservative oil-producing companies. 
In 1920 and 1921 Houston charged off 
a total of over 2 millions for depletion 
account. If a relative charge was made 
this year, and there is no reason to sup- 
pose that it will not be, per share earn- 
ings will be considerably lower than fig- 
ures for the nine months would, at first 
sight, indicate. This, in nowise, is a 
criticism of the company, for a depletion 
account is excellent policy and an evi- 
dence of conservatism. 

The book value of Houston Oil com- 
mon is between $110 and $115 a share, 
but in determining the market price of 
a speculative stock, book value is sub- 
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servient to earning power and earning 
power of the company, in the opinion 
of the writer, has not been developed 
to a point where it will conservatively 
sustain a statement that the stock is 
attractive at current market valuation. 


PRESSED While the common 
STEEL stock of the Pressed 
CAR Steel Car Company has 


had a_ substantial ad- 
vance from the low of the year, having 
sold as high as 95% from a low of 63, 
the shares have not held their ground as 
well as most of the leading equipment 
stocks. As a matter of fact, Pressed 
Steel Car is the only one of the big equip- 
ment companies which found it necessary 
to suspend dividends on the common 
stock during the business depression. 
Baldwin, American Locomotive, Railway 
Steel Springs, Pullman, and American 
Car & Foundry all have continued regu- 
lar payments even though earnings did 
not cover requirements at all times dur- 
ing the past year and a half. 

Pressed Steel Car from 1905 to 1915, 
inclusive, paid only a total of 3% on the 
common stock. From 1916 to June, 1921, 
regular payments were made at rates of 
7 and 8%, the last named being the rate 
in effect when payments were suspended. 


present levels therefore the shares do not 
appear to possess particular attractions. 
It must be inferred that the suspension 
of dividends on the common a year and 
a half ago, while it very probably was 
dictated by a conservative policy, still in- 
dicated financial uncertainty. 

The outlook for the equipment indus- 
try is good and the companies in the main 
have not yet seen fully reflected in their 
earnings the culmination of the orders 
placed by the railroads this year. Never- 
theless, in advancing from a low of 63 
Pressed Steel Car common has dis- 
counted substantially the betterment 
in business and until it is more defi- 
nitely established that dividends at a 
substantial rate are to be restored, the 
shares between 75 and 80 seem to be 
selling somewhat too high, or at least, 
the current market valuation is very 
liberal. 


SEARS- Sears-Roebuck has 
ROEBUCK outstanding 100 millions 
common stock _repre- 
sented by 1 million 
shares of $100 par value. At the low of 
December, 1921, the market value of 


these shares was approximately 54 mil- 
lions. At the high of 1922, the value was 
almost 95 millions, an enhancement in 
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PRICES AND DIVIDEND RATES 
1921 


High Low High Low High Low 1922 1921 
Allied Chemical......... 9134 553% 59% 384 62% 48% $4 $3 None 
American Radiator . .129 82 90% 66% £85 64 $4 $4 $10 
American Sugar . . 85% 54) 96 4754 142% 82% None $5% $10 
Houston Oil...... a 9054 66 86 46% 116% ~ 653 None None None 
Pressed Steel Car....... 95% 68 96 48 118% 723 None $4 $8 
Sears-Roebuck ......... 947% 60% 98% 64% 243 85% None $2 $8 
WS Wi cccecasees 85 60% 106 46% 148 91 None $6 $7% 


1920 Dividend Rate 
1920 

















The company has had a variable earnings 
record and it really was not until the 
war period that earnings on the junior 
shares began to mount to substantial fig- 
ures. In five years from 1916 through 
1920 total earnings on the common were 
about $90 a share, but in 1921, after pay- 
ing preferred dividends, there was a defi- 
cit for the year of $443,000. The com- 
pany was able during 1921 materially to 
reduce outstanding current _ liabilities, 
such as accounts payable and notes pay- 
able and also at the end of 1921 profit 
and loss surplus was quite unimpaired. 
There is something not altogether ex- 
plained in the action of the company in 
suspending dividends, for on the surface 
its plight did not seem any more serious 
than that of many other companies which 
were able to continue payments to com- 
mon shareholders. In the bull market 
of the past year, the stock has been able 
to go along with the general current and 
keep its place fairly well. The relative 


‘strength may have been due to the expec- 


tation of a renewal of dividends and 
partly to the popularity which the equip- 
ment shares have enjoyed. There is 
nothing to indicate that dividends on the 
common stock are going to be renewed 
in the immediate or near future and at 





round numbers of 41 millions, which en- 
hancement represented largely the dissi- 
pation of fears over the company’s posi- 
tion which were engendered by the heavy 
losses of 1921. At present writing, the 
market value of Sears-Roebuck shares is 
roughly 80 millions—a decline from the 
high, but still a large advance from the 
low. 

It might be thought that in the face of 
such an advance, the company must have 
restored earning power to a point where 
the resumption of dividends on the com- 
mon stock was definitely in sight. It is 
to be doubted, however, that such is the 
case. In the ten months ended October 
31, Sears-Roebuck did a gross business 
of a little over 141 millions and the total 
gross for the year on the basis of the 
ten months, promises to be between 175 
and 180 millions. It was semi-officially 
stated at the beginning of the current 
year that a gross business of 175 million 
dollars would be considered eminently 
satisfactory and that a business of that 
volume this year, would mean measurable 
net profits. Granting that assumption 
still it does not seem as if the company 
could resume dividends on the common 
shares in the near future, and without 
the expectation of such payments, it 
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would further seem that at the present 
market levels the stock has thoroughly 
discounted all the known improvement. 

At the end of 1921, profit and loss sur- 
plus was $1,750,000, compared with 33.5 
millions at the end of 1919. The differ- 
ence is a rough measure of the extent of 
the deflation damage. There is also out- 
standing about 17 millions in 7% notes, 
due October, 1923. These notes would 
have been retired in October, 1922, 
had it not been for the unsettlement 
caused by the railroad strike. Evidently 
financial position of the company has 
been solidified and there is no reason to 
fear for the integrity of its position. 


Nevertheless, the common stock in 
the neighborhood of 80 is at a level 
where ordinarily it would be assumed 
that a substantial and divisible sur- 
plus were established. Before any 
thought of dividends can be enter- 
tained, there must be, in the dictates 
of conservatism, a restoration of sur- 
plus account, and pending further evi- 
dence of such restoration, the common 
stock is at liberally high levels. 


UNITED United .Drug common 
DRUG is not a_ particularly 
COMPANY prominent stock, is not 


widely dealt in, but yet 
in the last five years the number of stock- 
holders has trebled, reaching the total of 
about eight thousand during the first part 
of 1922; therefore, there must be more 
than a passing interest in the position of 
the stock, which holds rather persistently 
around the 80 level, although there are 
no intimations that dividends will be soon 
restored. In fact, earnings for the first 
half of 1922 contained no such promise. 
In that period the surplus for the com- 
mon stock was equal to $1.23 a share. Of 
course there was a great improvement 
over the same period of 1921, but the 
shares in their rise this year from 60 to 
85 have taken, what appears to be, full 
recognition of this improvement. 

In 1918 United Drug had a total share 
capitalization of between 36 and 37 mil- 
lions with no funded debt. Today there 
is a funded debt of 14 millions and a 
share capitalization of over 50 millions. 

United Drug c mmon is an earning- 
power stock, that is excluding the value 
of trade-marks, the book value is about 
$38 a share. These trade-marks are car- 
ried on the balance sheet at almost 23 
millions. While it cannot be said that 
this is too liberal a value, as the nature 
of United Drug’s business places great 
emphasis upon trade-marks, patents, etc., 
still the account does emphasize the fact 
that the common stock has not so much 
to fall back upon as would be the case 
were tangible physical assets larger. 

The common stock paid dividends from 
1917 through 1921 and when payments 
were suspended, the rate was 8%. At be- 
tween 75 and 80, the stock is selling 
where a number of good 6% specula- 
tive stocks are selling, although United 
Drug common is not in the dividend- 
paying class and does not threaten to 


break into that class in the immediate 
future. 
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Preferred Stocks Decline 


Sympathetic Adjustment of Preferred 
Stocks With Speculative Common Issues 


HE preferred stock group reacted 

under the impetus of general sell- 

ing. The changes were not con- 
fined to any one group of preferred stocks 
but were spread evenly through the whole 
list, affecting all issues from high-grade 
stocks to those of a more speculative 
character. Comparing present prices with 
those shown in the Preferred Stock Guide 
of the November 25 issue of THE Maca- 
ZINE OF WALL STREET, it will be seen that 
this class of issue can now be had at 
more attractive prices than for a consid- 
erable period. 

Among the Sound Investments, Ameri- 
can Can preferred lost over a point, Allied 
Chemical preferred several points and 
Standard Oil of New Jersey preferred 
nearly a point. Contrary to this showing, 
Endicott-Johnson preferred made a gain 
of two points. There were some large 


losses among the railroad preferred issues 
of high grade, Chesapeake & Ohio con- 
vertible preferred losing over 3 point: 
and Baltimore & Ohio 5 points. 

Among the middle-grade industria 
preferreds American Smelting lost ove: 
a point, Bethlehem Steel 8% preferred 
lost 5 points and Sears-Roebuck pre 
ferred lost 2 points. Among middle-grad 
rails, Pere Marquette prior preferred los 
3 points and Pittsburgh & W. Va. los 
nearly 5 points. 

U. S. Rubber: preferred, among th 
speculative investment issues, was very 
weak, losing over 3 points and Califor 


nia Petroleum preferred lost nearly 
points. 
Altogether, this has been the worst! 


showing that preferred stocks have made 
this year and it reflects the unsettled con- 
dition of all the leading markets. 


















PREFERRED STOCK GUIDE 
Sound Investments 
Dividend 
Div. Rate Appx. Appx. *Times 
INDUSTRIALS: ($ Per Share) Price Yield Earned 
1. Cluett-Peabody .........++++ 7 (c.) 99 7.0 .5 
2. General Motors (debentures)... 7 (c.) 97 7.2 (y) 5.4 
8. American Woolen............. 7 (c.) 110 6.3 2.9 
4. Loose Wiles (Ist pfd.)........ 7 (c.) 103 6.8 3.5 
, SEE GE, no 500000seesee 7 (c.) 109 6.4 2.2 
6. Baldwin Loco....... 7 (c.) 117 5.9 5.4 
7. Endicott-Johnson .... 7 (c.) 118 5.9 (x) 4.0 
8. Standard Oil of N. J.......... 7 (c.) 116% 5.9 9 
9. Allied Chem. & Dye........... 7 (c.) 109 6.4 (w) 4.5 
10. Standard Milling............+. 6 (n. c.) 95 6.3 .6 
PUBLIC UTILITIES: 
1. North American Co...........+. 8 (c.) 4434 7 (x) 5.0 
2. Philadelphia Co...... 2.252050 3 (c.) 41 7.3 5. 
RAILROADS: 
1. Ches. & Ohio (conv. pfd.)..... 6.50 (c.) 101% 6.4 (z) 6.6 
2. Baltimore & Ohio............ 4 (n. c.) 57 7.0 3.0 
3. Chic. & N. Western (part. pfd.) 7 (n. c.) 122 5.7 6.3 
4. Colo. & Southern (ist pid.) oes 4 (n.c.) 6214 6.4 8.2 
6. Reading (Ist pfd.)..........+. 2 (n. c.) 494 4.0 13.7 
Middle-Grade Investments 
INDUSTRIALS: 
1. General Amer. Tank Car...... 7 (c.) 103% 6.7 (v) 5.7 
2. Asso. Dry Goods (ist pfd.).... 6 (c.) 837% 7.5 2.7 
3. tf Kayser & Co. (Ist pfd.).... 8 (c.) 103 7.7 1.8 
4 Brown Shoe. .......-.--es0eee 7 (c.) 98 | 3.1 
5. American Smelting & Ref...... 7 (c.) 1004 6.9 2.5 
6. Allis-Chalmers ........+...-+. 7 (c.) 9434 7.3 3.2 
7. Bethlehem Steel (conv. pfd.). .. 8 (c.) 106 7.5 6.9 
8. Bush Terminal Bldg.......... 7 (c.) 97% 7.1 1.1 
9. U. S. Industrial Alcohol...... 7 (c.) 100 7.0 8.9 
10. Nat'l Cloak & Suit........... 7 (c.) 101 6.9 3.0 
11. American Sugar Ref..... 7 (c.) 107 6.5 1.8 
12. Cosden & Co. (conv. pfd.) 7 (c.) 100%4 6.9 (x) 14.6 
18. Sears, Roebuck & Co...... eee 7 (c.) 109 6.4 15.7 
14. Cuban-American Sugar........ 7 (c.) 98 7.1 8.0 
RAILROADS: 
1. Pere Marquette (prior pfd.).... 5 fc ) 73. 6.8 3.3 
2. Colo. & Southern (2nd pfd.)... 4 (n. c.) 58 6.8 7.2 
8. Chicago, R. I. & Pac......... 7 to 5 (c.) 938% 7.4to5.3 2.2 
4. Pittsburgh & W. Va.......... 6 (c.) 90'¢ 6.6 2.0 
Semi-Speculative Investments 
INDUSTRIALS: 
1. Famous Players-Lasky........ 8 (c.) 97% 8.2 (w) 6.4 
2. Mack Trucks, Inc. (Ist pfd.)-. 7 (c.) 90° 7.7 1.8 
$. Worthington P.&M. (“A” pfd.) 7 (c.) 864 8.1 6.6 
4 U. S. Rubber (Ist pfd.).....-. 8 c.) 92% 8.6 2.6 
5. Fisher Body of Ohio......... 8 (c.) 94% 8.4 win 
6. oom RIGEEE, cccccccseces 8 (c.) 94% 8.4 3.1 
7. . Petroleum ( pfid.)... 7 0c} 90% 7.7 (w) 2.6 
8. Pure Oil (conv. pid.)........- 8 (c.) 97% 8.2 6.0 
®. Stern Brothers ........++++++ 8 (c.) 103 7.8 8 
PUBLIC UTILITIES: 
1, Market St. Ry. (prior git), 5 6 (c.) 67% 8.8 2.5 
2 Amer. Water Works (ist pfd.). 7 (c.) 8554 8.1 (w) 1.5 
(n. c.) Non-cumulative. (c.) Cumulative. 
* Average for last five years. (w) Average for last two years. (x) Average for last 
three years. (y) Average for last four years. (z) Stock was issued this year. Figures 
represent number of times dividend would have been earned had stock been outstanding. 
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United Retail Stores Corp. 











UNITED RETAIL STORES 


Price Range of Common Stock 


High Low 
RRR eae 119% 83 
Di s+nsseeeagaes 9614 45% 
ND dis art ccneithiokintion 62% 46% 
ere 87% 43, 
Present Price......... 68 

















organized in 1919 and acquired 
through exchange of stock 254,- 
84 shares of United Cigar Stores common 
tock. The basis of this exchange was 
shares of United Retail common for 

share of United Cigar. Stock divi- 
dends paid by the latter have brought 
holdings of United Retail up to 308,143 
shares out of a total outstanding of 328,- 

shares. The corporation also acquired 
a large stock interest in Montgomery 
Ward & Co. and United Retail Candy 
otores. 

s Montgomery Ward and United Re- 
ail Candy Stores are not paying dividends 
on their common stock the income of 
United Retail is entirely from dividends 

ived from the United Cigar Stores 


oem RETAIL STORES was 








Co. In 1921 income of the company was 
equal to $4.33 per share on the common 
stock. As the United Cigar Stores Co. in 

year paid out all of its earnings in 
vidends and Montgomery Ward and 
United Retail Candy Stores reported an 
operating deficit, this represented the full 
earning power of the company’s holdings 
for that year. Average earnings of 
Un ted Cigar Stores for the past five years 
are just about equal to the earnings for 
1921. Therefore the normal earning 
power of United Retail as demonstrated 
up to the present time is around $4 per 
share. 


The Merger With Tobacco Products 


In June of this year a plan was approved 
by stockholders of the Tobacco Products 
to bring about a merger with the United 
Retail through an exchange of stock. 
Holders of United Retail Stores common 
stock of record July 10 were given the 
privilege until August 15 of exchanging 
their present shares for an equal number 
f shares of Tobacco Products common, 
or one-half of ‘Tobacco Products new 
Class A stock and one-half common. The 
Class A stock is entitled to non-cumulative 
dividends of 7%, and no more, before any 
dividends are paid on the common. Hold- 
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By FREDERICK LEWIS 


ers of Tobacco Products common stock of 
record July 10, are given the privilege 
until August 15 of exchanging. their 
present shares for an equal number of the 
new Class A, or of exchanging each share 
for one-half of Class A and one-half of 
common. Tobacco Products Co. acquired 
through this exchange 87% of the stock 
of the United Retail and it is anticipated 
that the latter company will ultimately be 
dissolved and its holdings of securities 
distributed among stockholders. At pres- 
ent price of 68 for United Retail, 78 for 
Tobacco Products A and 51 for Tobacco 
Products common, the exchange is not 
exactly profitable, as the market value of 
the last two divided by 2 is about 64, as 
compared with 68 for United Retail. 
Holders of United Retail, therefore, who 
desire to maintain their investment in the 
company had best sell out their stock and 
purchase instead the Class A stock of To- 
bacco Products, as the latter security is 
undoubtedly in the strongest position of 
the three and is not unattractive as a busi- 
ness man’s investment, the yield at pres- 
ent price being about 9%. 

In November directors of United Retail 
declared a dividend of $2 a share in cash, 
and in addition, a special distribution of 
the founders shares of United Retail 
Candy Stores, Inc., held in its treasury, in 
the ratio of % share of Candy Stores for 












Tobacco Products Corp. 





Do Shareholders Gain from Merger? 


Earning-Power of the Two Companies 
and Outlook for the Different Securities 


each share of Retail Stores held. Both 
dividends are payable December 30 to 
stockholders of record December 11. The 
present market for United Retail Candy 
Stores is about $5 per share, so that this 
distribution is equivalent to about $4.50 
per share. This payment is to be regarded 
in the nature of a liquidation dividend, the 
cash payment representing part of the 
funds received from the recent disposal 
of 75,000 shares of Montgomery Ward 
stock, for which about $20 a share was 
realized. Payment of these dividends will 
mark the price of United Retail stock 
down to 63%. At this price the stock 
would still appear to be selling at a very 
high level, as the company’s only remain- 
ing asset of importance is the United 
Cigar Store stock, and, as already pointed 
out, income from this source on the basis 
of the earning power shown to date, is 
only $4 per share. A dividend of $4 per 
share is the maximum to be anticipated, 
and this would give a return of only 6.% 
with the stock selling at 63%. 

Tobacco Products new Class A stock is, 
therefore, much more attractive on the 
basis of present return on the investment 
and in addition the dividend appears to be 
safer than a $4 rate on United Retail stock 
would be. 

Tobacco Products Corp., to fulfill the 

(Please turn to page 273) 





UNITED CIGAR STORES WAS THE NUCLEUS 


The first investment made by the United Retail Stores was in the common stock 
of this company through the exchange of two shares of Retail Stores for one of 
United Cigar Stores. 
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National Biscuit Company 





Time to Sell? 


How National Biscuit Appears Under Analysis 


NLY as far back as last Spring— 
O scarcely nine months ago—the 

writer kad occasion to analyze the 
National Biscuit Co., and, in the course 
of the analysis, to ridicule rumors that 
the company would soon have to do some 
new financing. National Biscuit was 
shown to be in as stronga position as ever 
before in its career and its outlook par- 
ticularly good, and investor-holders of 
the shares were earnestly advised not to 
be frightened into parting with them. A 
switch from the company’s preferred 
shares (then 107) into the common was 
recommended, in view of the equal rights 
enjoyed by the junior stock, but both 
issues were emphatically described as 
“old-line investments.” 

Today, all the absurd hints and sug- 
gestions which forced National Biscuit 
common down to 107 last Spring have 
been forgotten, and the financial com- 
munity, instead of discussing discourag- 
ing possibilities, is expressing its enthu- 
siasm over a seventy-five per cent stock 
dividend recently declared by the com- 
pany. And the stock, on the day before 
this was written, reached a price of $263 
per share, the highest price ever for Na- 
tional Biscuit common, and an advance 
of just about 158% from last year’s low. 

All of which goes to prove once more 
that when “the crowd” is pessimistic, 
that’s the time to be optimistic. 


Two Things to Analyze 


In the effort to determine National Bis- 
cuit’s prospects at the present time, it is 
desirable to analyze (1) its actual record 
and (2) its record in the terms of the 
new capitalization. (Nothing need be 
said about the market for its products, 
since that seems to be assured at all 
times.) 

The first requirement —the record — is 
most illuminating when put on a com- 


By PERRY A. EMERSON 











NATIONAL BISCUIT’S 
EARNINGS 
BASED ON OLD AND NEW 
-—Capitalization—, 
Old New 
Common Common 
EEE $100 
Am’t authorized..$30,000, poe $60,000, 
Shs. authorized.. 300, 2,400,000 
Am’t outstanding. 39, 236, 4 $1,163,000 
Shs. outstanding. 292,360 2,077,320 
PD: caccceeute 1:7 7 
Earned Per Share: 
_ $8.10 $1.16 
9.72 1.38 
1.63 1.66 
12.36 1.77 
13.02 1.86 
13.48 1.92 
Dividend rate... $7.00 $3.00 




















parative basis, with National’s nearest, 
and practically its only, competitor hold- 
ing the other end. Such a comparison is 
shown in the four charts herewith. 

It is seen from this comparison with 
Loose-Wiles (Chart 1) that, whereas the 
competitor’s net operating revenues have 
fluctuated very sharply, National’s net 
revenues have consistently increased since 
1917. Even last year, when Loose-Wiles’ 
revenues dropped (with those of prac- 
tically every other industrial corpora- 
tion) almost 80%, National increased its 
recovery by a substantial sum. 

In Chart 2, National is shown to have 
adjusted its inventories in a more far- 
sighted fashion than its competitor. Thus, 
National started 1921—that year of price 
collapses—with $500,000 less inventories 
than the year before, whereas Loose- 
Wiles started 1921 with $900,000 more 
materials and supplies than it held at the 
beginning of 1920. 

Chart 3 shows with what remarkable 
steadiness National increased its yearly 
additions to surplus—transferring nearly 
1.9-millions to surplus in 1921, or the 





largest in its career, and over five ti nes 
the final balance for 1916. Loose-W les, 
on the other hand, has seen its additions 


to surplus fluctuate in the following 
fashion: 
PERF —RNORED xc cc cccescesccss 110% 
POU —EMUOUOROR occ iccccnccces 38° 
ee 140°6 
SED do xnceccnsencens 81% 
TER COIN dc cccssnccccvesss % 


(Regarding the above-shown decrvase 
of 220% in 1921, the writer hasten: to 
explain an apparently impossible con pu- 
tation by noting that there was a de‘icit 
of $418,052 in that year, which is com- 
pared in the above with a surplus of 
$335,564 in the previous year.) 

As a final exhibit, Chart 4 shows hat 
National has increased its (shown) ecxrn- 
ings per share of common every year in 
the last six years, and earned balances 
of never less than $1.10 per share and in 
1921 of over $6.00 per share over and 
above common dividends. With the com- 
petitor on the other hand it has either 
been a feast or a famine. Over $19 per 
share was shown in 1919; but there was 
nothing for the common last year, and 
no dividends have ever been paid. 


The New Capitalization 


Concerning National’s record in term: 





of its new capitalization, which is our 
second object of investigation, the mos 
illuminating facts are revealed in the 
accompanying table. This table shows 
that, in no year since 1916, has National 
Biscuit earned and shown the equivalen 
of more than $1.92 per share on its new 
common shares, which is a decided con 
trast with the dividend rate of $3.00 per 
share on the new common shares, as it 
augurated by the directors at the meet 
ing held on November 16th. 

Were there nothing more than that t 
say, the investigator might be justifie 

(Please turn to page 261) 
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Should Small Investors Buy 
Low-Priced Stocks? 


Advantages and Disadvantages of Making Commit- 
ments in Market “Pups”—Six Low-Priced Issues 


VERY common mistake that the 

average specvestor makes is to 

conclude that a stock is cheap be- 
cause it is selling at a very low price. 
This fallacious reasoning has undoubtedly 
esulted in more money being lost by the 
gereral public in low-priced highly specu- 
lat've issues than in the high-priced 
stocks. This does not mean that there 
are not excellent speculative opportunities 
to be had in securities selling in a low 
price range; in fact, just the opposite is 
the case, for frequently a low-priced 
stock will register a much greater per- 
certage of advance than is within the 
bonds of possibility for a high-priced 
issie. For example, Chicago & Alton at 
its high levels this year showed an ap- 
preciation in market value of over 600%, 
as compared with its lowest price; Hy- 
dr:ulic Steel 500%, Saxon Motors 400% 
an. there are many other just as striking 
examples. 


Infortunately, however, the public is 
seldom benefited by these advances, as 
their purchases are made after the major 
portion or all of the advance has already 
taken place. The reason for this is quite 
obvious. When a stock is selling at a 
low price it apparently has no friends, 


4 


and it remains in an obscure position for 
a jong time. Then some pool which has 
been unobtrusively accumulating the 


stock and has perLaps obtained an option 
on a good size block from inside sources, 
shows its hand and rapidly moves the 
stock up several points. At that point 
the stock acquires many friends and tips 
buy are extensively circulated. More- 
over, news about the company breaks into 
print, favorable estimates of earnings are 
reported, and frequently a merger with 
some other company is hinted at. It is 
much more active than formerly. The 
reasoning of the inexperienced speculator 
influenced by these various factors is 
something like this: “XYZ acts as though 
there was something in the wind. It used 
to sell four or five times higher and per- 
hans it’s on its way back. I can’t lose 
mich at this price so I guess I'll take a 
chance on 100 shares.” Very seldom is 
the purchaser who reasons in this way 
let out with a profit and is generally 
found still holding his stock after it has 
fa len back to the low levels from which 
it started, an involuntary investor in the 
stuck of a weak company. 


= 
° 


n the accompanying table six low- 
priced stocks are given that illustrate this 
pont. From the low prices recorded 
around the first of the current year, ad- 
vaices were scored which certainly must 
have resulted in very substantial profits 
to those who purchased when the stocks 
were low, but the prices of these stocks 
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at the present time, show in every 
case that practically all of this ad- 
vance was lost, and some of these issues 
are actually selling at lower levels than 
the price at which the upward move 
started. It can readily be seen, therefore, 
that this type of stock is very undesirable 
as a commitment for the investor or in- 
experienced speculator, although the 
scientific student of market movements 
frequently finds such issues very profit- 
able in which to operate. 

Under present unfavorable market con- 
ditions highly speculative low-priced 
stocks are unattractive purchases, for 
they give no return on the investment 
and offer little or no prospect for appre- 
ciation in value until such time as a major 
upward swing develops in the stock mar- 
ket. This at best means a long patience- 
trying and discouraging period of inac- 
tion. Furthermore, as these issues are 
securities of weak companies, there is 
always the possibility that in event of 
unfavorable business conditions a reor- 
ganization might ensue that would wipe 
out the entire investment. 

It is a question, therefore, if purchase 
of low-priced securities is advisable for 
the investor of moderate means. It is 
true that such commitments very often 
result in substantial profits, but the risk 
is proportionately great. Common expe- 
rience in the stock market has shown that 
very low-priced stocks sell at such levels 
because of fundamental conditions within 
the company and that advances in these 
issues, when they occur, may usually be 
ascribed to market manipulation. In 
that event, it would seem like flying in the 
face of Providence to use one’s good 
money in an issue, the market destinies of 


which depend almost entirely on the 
activities of pool managers. 

Herewith follows an analysis of six of 
the better known among the low-priced 
securities listed on the New York Stock 
Exchange: 


BOOTH FISHERIES 


Booth Fisheries Co. was never very 
strong as regards working capital, and, 
as it rolled up a deficit of over three mil- 
lions in the years 1920 and 1921, it was 
consequently reduced to a very weak 
financial condition. As of December 31, 
1921, current liabilities exceeded current 
assets by over one million dollars. Notes 
payable on that date stood at the impos- 
ing total of eight millions. In order to 
relieve this situation the company sold 
$5,000,000 7% gold notes in September of 
this year. This financing enabled the 
company to reduce its notes payable to 
3.5 millions and working capital is now 
about 2.7 millions. Capitalization consists 
of $8,249,000 funded debt, $4,999,800 7% 
cumulative Ist preferred stock and 250,000 
shares of common of no par value. 

During the inflation period of 1919 
Booth Fisheries showed substantial 
profits and about 1 million was put back 
into the property from earnings. In view 
of the 3 millions loss in 1920-1921, how- 
ever, the company’s ratio of assets to capi- 
talization is less now than it was before 
the war. In the three years preceding the 
war earnings averaged about $300,000, 
whereas interest requirements on the new 
issue of 7% notes alone is $350,000. It 
can readily be seen, therefore, that the 
common stock is a purely hopeless propo- 
sition as far as ever receiving dividends 
within a reasonable period is concerned, 
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especially as it is preceded by a 5 million 
dollar 7% cumulative preferred issue on 
which back dividends already amount to 
14% and will undoubtedly continue to 
accumulate for some time to come. It 
is true that the company’s business has 
shown considerable improvement in the 
current year, but this is not of material 
importance to the common stockholders. 


CHICAGO & ALTON 


Chicago & Alton in 1921 reported a 
deficit after charges of over 2 millions, 
and in 1920 there was a deficit of $634,- 
647. While there was considerable im- 
provement in earnings in the early months 
of the current year, first the coal strike 
and then the shopmen’s strike had a very 
adverse effect, so that another good size 
deficit will be reported for the full year. 
The losses sustained by these two strikes 
was more than traffic would bear, and, as 
a result, the road was placed in receiver's 
hands on August 30. 


As a matter of fact, the road has been 
insolvent for some time, as seen from the 
fact that for several years it has been 
unable to meet all of the interest on its 
6% general mortgage bonds, the holders 
of these bonds permitting the interest to 
remain unpaid in the hope that general 
railroad conditions ultimately would ad- 
just themselves in such a way as to 
restore the property to reasonable pros- 
perity. 

Balance sheet of Chicago & Alton as of 
December 31, 1921, showed an excess of 
current liabilities over current assets of 
10.5 millions, so it can readily be seen 
that under any reorganization plan that 
would put the road in sound financial 
condition, a considerable amount of 
money will have to be raised. Funded 
debt is about 85 millions, and the 19 mil- 
lions common siock is preceded by over 
20 millions of preferred issues. 
to maintain their interest in the property, 
common stockholders will undoubtedly 
have to stand for a large assessment. 
Even should it ultimately pay to retain 
the stock and pay the assessment, it will, 
in all possibility, be a very long period 
before anything will develop on the con- 
structive side, during which time many 
much better opportunities will be pre- 
sented in other securities. 


HYDRAULIC STEEL 


Hydraulic Steel Co. was organized in 
1919 to take over the business of the 
Hydraulic Pressed Steel Co., the Cleve- 
land Welding & Manufacturing Co. and 
the Canton Sheet Steel Co. The com- 
pany manufactures heavy steel stampings, 
automobile frames, steel barrels, corru- 
gated metal, bar shapes, galvanized sheets 
and other metal products. The company 
was launched at a time when the steel 
industry was prosperous and capitalized 
on a rather optimistic basis. For the year 
ended June 30, 1920, the company suc- 
ceeded in showing a balance for the com- 
mon stock equal to $4.37 per share, but 
results since have been very disappoint- 
ing. For the year ended June 30, 1921, a 
deficit of $1,883,901 was reported, and for 
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the year ended June 30, 1922, a deficit 
of $856,274. In the past fiscal year the 
company’s “Canton plant was sold at a 
loss of 3 millions. 

As a result of these losses, financial 
condition has been greatly weakened and 
at the present time there is practically no 
working capital, current liabilities being 
about equal to current assets. Under 
present severe competition in the steel in- 
dustry it is difficult to see how a weak 
company such as this one will be able to 
do well when many companies that are 
strong financially and have a more com- 
prehensive plant system are unable to 
show much in the way of profits. 

There are outstanding 212,871 shares 
of common stock of no par value which 
is preceeded by a 6 million dollar issue 
of 7% cumulative preferred stock and 
nearly 3 millions of 8% gold notes. As 
12% back dividends have accumulated on 








FLUCTUATIONS OF SIX 
LOW-PRICED STOCKS 
Low 
Begin’g Pres- 
w of High ent 
1921 1922 1922 Price 
Booth Fisheries. 3 4% 10% 4% 
Chicago & Alton 4 1% 12% 2% 
Hydraulic Steel. 6 8% 14% 4 
Keystone Tire.. 8% 15% 24% 8 
Penn. Seaboard. 6% 6% 18% 3% 
Saxon Motor.... 2% 1% 5% 1K 




















the preferred stock and will undoubtedly 
continue to accumulate for some time to 
come, the common stock is a long way 
removed from dividends. As a matter 
of fact, it does not seem probable that 
the company will be able to struggle 
along much longer with its weak financial 
structure, and it is likely that some plan 
of capital readjustment will have to be 
formulated in order to raise additional 


capital. This would in all probability 
react to the disadvantage of common 
stockholders. 


KEYSTONE TIRE 


Keystone Tire & Rubber Co. stock has 
had a very spectacular career. In 1919 
it sold up to 126% and then declined to a 
low of 534 in 1920. Earnings of the com- 
pany never justified anything like the 
high levels the stock reached, as in the 
best year, 1918, only $5.21 was earned on 
the stock. This is a good example of 
how the public may be fooled by highly 
speculative stocks. The ridiculous levels 
at which a stock such as this formerly 
sold at is the bait that often entices buy- 
ing, and when it is made strong and 
active the reasoning of the inexperienced 
speculator is that the stock is likely to 
recover the full distance of its loss. A 
stock, therefore, that has sold at 126 and 
can later be secured at 20, is supposed to 
be cheap. When the value is not there, 
however, this reasoning seldom is found 
to be correct. 

In 1919, Keystone earned $3.05 a share, 
but since that time nothing but deficits 
have been reported. In 1920 the deficit 
was $1,599,264, and in 1921 $678,039. For 
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favorable from the point of view of the 








the six months ended June 30, 1922, 
deficit of $161,385 was reported. It is 
understood, however, that in the last six 
months of the year there was consider. 
able improvement and that for the fy) 
year the company should cover it 
expenses. 

In October of this year stockholder 
were given the right to subscribe to 151, 
960 shares of new stock at $6.50 a share 
which brings the amount of stock out- 
standing up to 455,880 shares of no par 
value. This new money places the com- 
pany in good financial condition, with a 
working capital of about 2 millions. Key. 
stone has no funded debt and the asset 
value of the stock, with good will, carried 
at $1, is about $5 a share. 

The company manufactures the Key. 
stone cord and fabric tires and als 
handles the over-productior of tire manv- 
facturers, which is commonly known as 
“seconds.” Retail stores are operated and 
600 dealers throughout the United States 
are supplied. Keen competition in the 
tire industry this year has made it diff- 
cult for the profitable operation of the 
company. The outlook for the tire in- 
dustry is not very bright, as there is ap- 





























parently an overproduction of tires atl 





the present time. In view of the good 
financial condition of the company, how- 







ever, the fair asset value of the stock andj] 
secur ities 






the fact that there are no 
ahead, at present price of about 8 it is not 
without speculative possibilities. 








PENN SEABOARD STEEL 






Penn Seaboard Steel Co. was launched 
in the midst of the war boom, and, while 
in the big steel years it operated on a 
profitable basis, its earning power was 
never very large. In 1918, net income was 
$457,661, and in 1919 $157,492. In 1920 
1921 and the first six months of 1922 
deficits were reported totaling over 2 
millions. These losses reduced the work- 
ing capital of the company and forced i 
to borrow a million from the banks. When 
the stock advanced this year to around 
13 there were reports to the effect that it 
would be consolidated with the Carpenter 





















Steel Company, but these plans fel 
through. In September directors in 
creased the authorized common stock 





from 700,000 shares of no par value to 
1,200,000 shares. At the present time 457; 
§45 shares are outstanding. The company 
is badly in need of more working capital 
but whether any of this new stock can be 
sold at the present time is doubtful, to say 
the least. Funded debt amounts to about 
4 millions. With conditions In the steel 
industry not favorable enough to permit 
very profitable operations, Penn Seaboaré 
Steel is contending with a very difficult 
problem in trying to strengthen its finar- 
cial structure. No matter which way the 
problem is solved, it is likely to be um 



















common stockholders and the _ stock 
should be regarded as having very poo 
prospects. 







SAXON MOTOR 


Owing to the destruction of its plas 
by fire in 1917, mismanagement and at 
ill-advised plant expansion, the company 
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plan 
a erred stock and 200,000 shares of no 
par value common stock. Of the pre- 
-d stock, $1,250,000 was sold for cash 
nd of the common stock 60,000 shares 
sre exchanged for the old stock and 
stockholders 
$13..0 and part to the public at $15.50. 
reorganization placed the company 
in ¢00d financial condition, but the man- 


fer: 


Thi 


wet into receivership in June, 
1919 the company was reorganized, 


1917. 


In 
the 


calling for an issue of $1,500,000 8% 


120,00 


sold part to 


at 


agement 





apparently was 
placing the business on a paying basis, 
and a deficit was reported in each year 
since the reorganization. 
cut down the working capital of the com- 
pany, and in August of this year it was 
decided that more money was needed. 
Stockholders accordingly ratified an in- 
crease in the stock from 200,000 to 400,- 
000 shares and 200,000 shares were un- 
derwritten 
tirement of $1,000,000 preferred stock. 


for 





incapable of 


These deficits 


$750,000 cash and 





Stockholders 


of record Se 





ptember 15 


were given the right to subscribe to the 
new stock at $7.50 per share. 
stock has an asset value, excluding good 
will, of about $3 a share, the stock should 
not be favored even at present levels of 


around $2 


a share, for the 


While the 


reason that 


the management has shown no ability to 
popularize the car, and with the automo- 
bile industry on such a highly competi- 
tive basis as it is today, the weaker com- 


panies will find the struggle a hard one. 
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Oil 


Mining 


Investors’ Indicator 


Current Earnings—Dividends—Working Capital 


Industrial 
Dollars 
Earned 
Industrials— per Share 

in 1921 
Allis-Chalmers ............+ 4.07 
Rt DT ocescequsesees def. 
RF TI. cccncecccved 4.11 
Amer. La France Fire E... 1.45 
\mer. Druggists’ Syndicate. def. 
Amer. Hide & Leather oe def, 
Amer. Locomotive com..... *13.34 
im, Steel Foundries........ 0.13 
BUNGIE GO. coscccccececce *5.23 
Sentral Leather............ def, 
BEGG, DORR cecccccccce def. 
COORD GER cccccccosccccese *3.29 
Solorado Fuel & Iron...... det. 
Consolidated Textile........ def, 
Corn Products com......... 9.21 
Endicott Johnson........... 10.79 
Famous Players............ 19.01 
General Motore...........+. def. 
Gulf States Steel........... def. 
DD DUNE. n0n60eecesess 0.76 
ES ar 1.39 
Mack Truck com........... def. 
Lackawanna Steel .......... def. 
Lee Rubber & Tire......... 0.06 
SE SEE scccocceccese def. 
i Sith tnasc0ceesess 1.09 
Pierce Arrow pfd.......... *def. 
Remington Typewriter ..... def. 
Republic Iron & Steel com. . def. 
Stewart-Warner ........... 2.19 
Stromberg Carburetor...... 1.08 
Studebaker com. .......+..+ 16.10 
_  ) Se esegepeases def. 
J. 8. Steel com.........00 2.24 
BEDE cccccescoccecees def. 





ttt Cin wenee genmee *0.17 
General Be occcceccees def, 
I Go sn cdnconneses 0.4 
Mexican Petroleum......... 26.82 
Middle States Oil......... - 4.15 
PUD Glncécoessccceeoses 4.64 
Pan-American A..........+0 12.94 
PUSSSO GE GEER. cc cccccccccs def. 
a Or 2.57 
Sinclair Consol............. def. 

Mining— 
American Smelting com. def. 
American Zinc pfd... def. 
CED sceenseesaeae def. 
International Nickel. def. 
Nevada Consoli def. 
Ray Consalidiat def. 
U SEP cccccccescccs def. 





Dollars Earned Per 





Share in 1922 

First Second Third Six 
Quar. uar. Quar. Months 
def. 0.04 0.62 0.01 
nee eens eose 0.17 
def. 1.51 1.18 2.76 
0.38 0.42 cose 0.80 
sone at08 séae 0.15 
def. def. 2.13 def. 
sees sens coos def. 
0.54 1.35 1.17 1.89 
cose aane 00s 2.07 
def. def. 0.44 def. 
96n0 jmshie ecee 6.17 
1.58 4.17 4.57 5.75 
def. def. def. def. 
3.47 3.36 3.71 6.83 
ame cian eee 5.55 
6.36 6.54 12.90 
ease seus 1.33 
0.40 1.70 1.90 2.10 
eens — 3.00 2.32 
0.75 sone eese eens 
def. 3.63 3.25 3.58 
def. def. def. 
0.92 eeee 

def. def. def. def. 
0.72 1.58 1.23 2.30 
def. ef. def. def. 
def. 0.34 def. def. 
0.95 ‘ 3.45 3.95 
0.40 2.56 2.09 2.96 
6.49 11.52 7.19 18.01 
0.37 0.81 1.18 
def. 0.88 
cece 0.04 


def. 
2.16 
0.77 
0.80 


0.50 
def. 


* After depreciation, taxes and inventory = 
3 After deducting $1,084,542 for depletion 
equal to 4.5% on common. 


§ Nine months ended September 30. 
a 18% stock dividend declared. 


b Mexican Petroleum stockholders can exchange stock for 2% shares of Pan-American B which receives 25% stock dividend Dec. 11 


oil 


1.20 
def. 

def. 
0.04 
1.04 


t Dividend rate given coverg regular dividends on yearly basis. 
ustments, etc. 
lands and not includ ing payments made by Kirby Lumber Co., which in 1980 were $1,171,875, 


def. 
1.50 
def. 
def 
def. 
def. 
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tPresent 
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Remarks— 


Working capital, $24,000,000. 
Deficit, 1921, $5,205,577. 
Working capital, $3, 

Working capital, os 008, 755. 
1921 deficit, $883, 

1921 deficit, $550,2 


Six Months’ jebcit, "s1, 841,780. 


Working conta $13,125,532. 
Workin ,000. 
1921 iekcke sil, $11,651,425. 

Working capital, $10,595,772. 


1921 deficit, $2,731,172; Ist 
1922, deficit, $581,162. 
Six months’ deficit, $678,777; 12 


months’ deficit $757,058. 


Working capital, $18, 
Workin 


hs te © o's00 
Deficit for 


G00 770, 


ducting $44, 465, 552 inventory loss and 


special reserves. 
12 months’ deficit, $731,915. 
Nine months’ earnins $5.32. 
Working capital, $2,516,873. 


12 months’ deficit, after preferred divi- 


dends, $1,009 


009,688. 
12 months’ deficit, $3,384,877. Deficit 


Ist 6 months, 1922, $652,852. 
Nine months’ earnings, $1.85. 
9 months’ deficit, $3,348, — 
Workin, crane, $8,491,5 
12 mente’ deficit, 

9 months, 1922, $a0 
lst 6 months earned oy os. on 


12 months’ deficit, a. Deficit 


9 months, 1922, $764 
Working capital, $0,000,000, 
Worki ital, 


capi 1,000,000. 
Working capi 0, 000, 000. 
12 mos. deficit $3,686, ‘326. 
Working ital over $500, 000,000. 


12 — ficit, $427,546 


Working capital, $2,650,000. 
Gasoline piofits continue lar 
12 months’ deficit after 
wre. $1, ie se 
orking capi 
Net current assets, se oor 000. 
Earnings before depreciation or 
Earnings after depreciation. 
Controls Mexican Petroleum. 
7 months’ deficit, $779,048. 
Working capital, $14,386,449. 
Net current assets, 


Six months’ deficit, sues, 580. 
12 months’ deficit, $260,101. 

12 months’ deficit, $1, 34! 204. 
12 months’ deficit, $1,042,745. 
12 months’ deficit, yt ,870, 387. 
12 months’ deficit, &. 
12 months’ 


| 
Working capital, about it $85 = 000. 


$3,603, Ts. 


prokersed divi- 


,000,000. 12 mos 
deficit after depreciation, $6,908 000 


deficit, $2,068, ioe. 


= 





Sie | 


after de- 


Deficit 
Ist pref. | 










depletion. 
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‘ BUILDING YOUR FUTURE INCOME - 


For the Man With. His First Five Hundred Dollars | 
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The Four Reasons : 


HE YEAR 1922 is almost over, and many Income Builders are checking over their 
experiences during the year, bent upon learning what the basic causes of their indi- jac 
vidual setbacks were and thus equipping themselves to do better in-the year ahead. ga 


While not in the personal councils of all our readers, whose success as inves- no 
tors it is our sole purpose to enhance, enough is known about a majority of them 
to justify the following assertions: 





Those who lost money during the year 1922, featured though it was by one of the loc 
most extended upward movements in history, lost it for one of four reasons: 


(1) They committed their funds to bonds and stocks of 
doubtful value, instead of the highest-grade securities so in- 
sistently specified here. 


(2) They flaunted human history, and endeavored to make - 
profits by erratic jumping in and out of the market, timing i 
their jumps by their own untrained judgment unbulwarked 
by the counsel of trained minds. 


(3) They delayed entering their commitments until the long- 
trend (which investors, too, must consider) had reached its to 
peak, thus ignoring the cardinal principle of “‘timeliness’’ of Y 
which so much has been made. ; 


(4) They offered themselves up as clients of unreliable fa 





“brokerage’’ houses, ignoring even the sledge-hammer cam- . 
paign against such houses waged for many months, and with 
startling results, in these very columns. Si 


Hindsight is better than foresight. It is easy to look back and decide what should tir 
have been done. 


And yet, when it is realized that these same four reasons are the chief causes of indi- be 
vidual investment failures in every year that passes, are we not justified in our review? 
And if we can persuade Income Builders to guard particularly against these four pitfalls in 
the year ahead, are we not warranted in predicting greater success for them all, and fewer fe 
of those depressing experiences which history tells could be so easily avoided? 





THE MAGAZINE OF WALL STREE! 





















Will Want 


Pitfalls for Home-Builders 
Some of the Things They 





to Avoid 


By A. W. B. 


. F course, there are legitimate real 
% estate developments, properties that 
are fairly improved and sold on 
thei: merits, and that give their customers 
an honest run for their money. Unfortu- 
nately, however, there are also fraudulent 
real estate projects and, just as the the 
bucket shop manages to exist behind the 
ma: < Of a legitimate brokerage business, 
so the real estate fakir prowls like a 
jackal on the outskirts of the market, to 
gather in any of the lambs that stray 
fro.a the flock. The lesson of this con- 
dition is, not that these companies afford 
no opportunity for legitimate investment, 
but that they should be carefully investi- 
gat-d and their character established by 
an. investor before he risks his cash in 
the r hands, however good the property 
loo<s, and above all, that the purchase of 
rea’ estate without first going over the 
proverty to be bought, and establishing its 
valie by the best use of your own judg- 
ment on the ground, is a sure way to 
throw away money. 


A Famous Fraud 


Ss a warning to the thousands of new 
vic'ims all over the country, it is worth 
while to review the history of one such 
fraudulent venture, by which the public 
was bled in the past. Of all the frauds 
of this character that have been perpe- 
trated on a confiding public, one of the 
largest and the rawest was the so-called 
improvement near Southampton, Long 
Island, known as the “Sea Breeze Es- 
In the list of its victims New 
York City and State were represented, 
most of the buyers were in adjoining 
states, New England, New Jersey, Penn- 
sylvania and in a territory extending as 
far north as Canada and as far south as 
North Carolina. The name Southamp- 
ton is, of course, known throughout the 
country as that of the most fashionable 
Su nmer reSort on the south shore. What 
the general public does not know is that 
values on Long Island depend almost en- 
tirly upon access to the water, while 
laid a mile or two miles back from the 
shore might as well be in the wilds of 
Mine, and much of such land can still 
be had for very little money. 

‘he promoters of this fraud bought, in 
th. interior of Long Island, a strip of 
laid with a frontage of a few hundred 
fet on the main highway that runs 
througn the island, and ex- 
te.ding northward into the 
iverior for over two miles. 
The land was utterly waste 
aid well nigh worthless. At 
it. southern end it lay about 
tv.o miles inland from the 
soith shore. At its, northern 
eod it was hopelessly re- 
mote from civilization. At 

southern end it over- 
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looked, in the distance, the Greath South 
Bay and the Atlantic Ocean and justified 
to that extent only the claims advanced 
for it. It had “view” and “sea breeze.” 
As the promoters proudly pointed out 
later in criminal proceedings, their title 
was unimpeachable, and their property 
unencumbered. A certificate to that effect 
from the clerk of the county was one of 
their chief badges of respectability. They 
had no need, however, to encumber it. It 
was reported on good authority that the 
cost of the land to them was about twenty 
dollars per acre. It was sold, in almost 
its original condition, at the rate of thou- 
sands of dollars per acre. 


Laying Out “Broadway” 


Maps were prepared of this tract, 
“Broadway” was laid out on the maps 
running the entire length of the property, 
and the tract was conveniently divided 
into lots. Prospectuses were prepared, 
showing an attractive and artistic “bird's 
eye view” of that portion of Long Island, 
and containing cuts of many of the beau- 
tiful Summer homes of wealthy New 
Yorkers at Southampton. 

One of the important features of the 
map was that it was divided into several 
sections or “parts,” none of which bore 
any marks that indicated where on the 
tract any particular part was to be 
located. None of the parts bore any evi- 
dence of relation to any other, nor any 
indications of their relative position on 
the ground. Thus lots sold by a map 
which was orally stated to represent the 
front or southern end of the property 
could be and were, when the map was 
sold out, juggled into the rear of the 
tract. A map with which sales agents 
were provided showed a large hotel on 
what appeared to be the front of the 
property, overlooking the ocean. Pur- 
chasers of lots at the front of the prop- 
erty, facing this hotel, were later told 
that their lots, as described in their 
contracts, were two miles back, at the 
rear of the property. The rules of the 
game permitted the sale of lots in any 
section as front lots, and their subsequent 
location as might be convenient. So 
flexible, in fact, were the rules, that some 
lots were found to be sold more than 
once, and others could not be located on 
the ground at all. One naive purchaser 
who bought lots only two blocks from 
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the railroad station, found that, while the 
station itself was a mile and a half from 
the village and the shore, the two blocks 
by which he was further removed from 
the shore in the opposite direction were 
blocks enclosed by country highways, 
nearly a mile apart. 


Unique Salesmanship 


The experience of a group of well- 
known business men in a large and pros- 
perous southern city well illustrates the 
methods used in this undertaking. An 
agent visited the city, equipped with the 
literature above described, and called 
upon men prominent in its business and 
financial life. He showed them the 
beauties of his maps and pictures, en- 
larged upon the financial possibilities of 
the development, and offered each of 
them privately and confidentially a “bed- 
rock” chance to get two lots without cost 
to them by paying what the improve- 
ments, streets, pavements, walks and 
sewers were costing. The terms were 
about one-fourth down per lot and the 
balance by notes for thirty, sixty and 
ninety days. The cash payment was for 
the salesman, the proceeds of the notes, 
if paid, went to the company. The con- 
tract signed with the buyer was headed 
“Advisory Board and Advertising Agree- 
ment” and stipulated that the buyer's 
name might be used by the agent in con- 
nection with the sale of the property. 
This was the bait held out, each buyer 
being led to believe that he was in fact 
receiving preferential treatment, and was 
getting some advantage over later buy- 
ers, who might come in on the strength of 
his recommendation. 

It seems Strange, but it is the fact, that 
bankers, merchants and other well-to-do 
business men were caught in this net and 
pulled many more in after them. They 
bought the property without seeing it, 
they made the cash payments, they paid 
some of their notes and might have paid 
them all, had not a lite insurance agent 
who happened along from New York 
City branded the scheme as a fraud. 


The Plan of Operation 


About this time a Federal grand jury 
in Philadelphia indicted the principal 
actors for misusing the mails and a fraud 
order was issued against the company’s 
mail. The method of the company and 
the success which it achieved were thus 
described by one of the Federal postal 
inspectors, in an interview published in 
a New York newspaper: 


“Agents would meet other customers at 
Southampton with an automobile and a 
quick dash would be made throughout that 
territory. The beautiful homes of Long 
Island would be pointed out as being on the 
land of this company. By the 
time the investors reached the 
point where these lots were lo- 
cated they were enthusiastic to 
put money in a country that 
promised such rich returns and 
was so quickly developing. Then 
the agent would direct the 
chauffeur to go to the place the 
realty company was improving. 
A ride over a mile and a half 
of beautiful road would 
until the automobile came 


follow, 
to a 


knoll The party would alight 
and start to climb the small hill 
see the beautiful tract of 
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land that was being developed on the other 
side of the rise in ground. But before the 
top of the hill was reached a workman 
bearing a red flag would appear and halt 
them. Presently the report of a stick of 
dynamite being exploded would be heard. 

“Ah! we are just in time to see the hun- 
dreds of men clearing this marsh and 
making it into just as beautiful country as 
we have passed through,” the agent would 
remark to his party. But just as the start 
was to be made to explore the mysteries 
behind the hill after the explosion, the 
agent would pull out his watch, become 
apologetic and say they must hurry back 
to the station, for they would just have 
time to catch the last train to New York. 

“Did they bite?” said the inspector. 
“Well, with the sound of that dynamite in 
their ears, the country before their eyes 
and other attractive features held up be- 
fore them, the majority could not sign the 
contracts and pay over the money quick 
enough.” 


It was stated by the company’s secre- 
tary that, when the fraud order was 
issued against the company, there was 
outstanding, payable to the company on 
contracts already signed, the tidy sum of 
$280,000.00 all this on an initial invest- 
ment of little more than one per cent of 
that sum. Moreover, it is to be noted 
that this was in addition to the cash that 
had been collected. A postal inspector 
estimated this at $200,000.00. In the 
criminal proceedings, it developed that 
the stately hotel, shown on the maps and 
represented to be nearing completion, was 
in fact an independent enterprise, with 
which this company had nothing to do, 
and planned for property which it did not 
own; that the hotel, far from being fin- 
ished, had not been begun; that the im- 
provements on the property were limited 
to a few rods of cement walks at the 
front; that “Broadway” was an open 
road through a waste of scrub oaks and 
pine; that hardly a dollar of the money 
paid in by lot buyers had been spent upon 
the property: 

When judgments for some $500.00 were 


recovered against the company in behalf 
of a small group of purchasers, an official 
of the county where the land was situated 
expressed his doubts whether the entire 
tract would sell for enough to satisfy the 
claim. 


Leniency 


Not the least important aspect of the 
transaction was, that the chief culprits 
secured judicial leniency by agreeing to 
improve the property, make good their 
representations and give the lot buyers 
what they supposed they were buying. 
Two defendants were fined $1,000 each. 
The others were discharged. To what 
extent the lot buyers profited by the in- 
dulgence of the court, may be inferred 
from the language of a letter issued by 
a Lot Holders’ Committee, dated more 
than four years later: 


We are surprised that you have failed to 
join this Lot Holders movement. We, of 
course, take it you do not appreciate the 
awful treatment we lot holders have re- 
ceived at the hands of the swindling realty 
company; treating us with utter contempt, 
bamboozling and hoodwinking at every 
turn. Using the very rawest methods, due 
no doubt to our seeming stupidity. “The 
worm has turned at last,” and we, your 
fellow Lot Holders, ask you to exert your- 
self by joining with us. We do not intend 
to lose our lots. In fact, we will keep 
them, and in addition, we will get our 
money’s worth if we all work and stand 
together. 

The first thing we are doing is paying 
the delinquent taxes. You see, the property 
is assessed in bulk, hence taxes must be 
paid in bulk. 

The second thing is having proper maps 
issued so that you can locate your lots. 
Otherwise of what use is a deed for lots 
you cannot locate? 

These two measures are vital, demand- 
ing immediate attention; delays are fatal. 


Now, more than ten years after the 
sale of the lots, they lie ngelected and 
unimproved and are carried on the tax 
records of the Town of Southampton at 
a valuation of $10.00 each. 
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How to Provide for 
An Easy and 


a College Education 
Efficient Way 


to Build Up the Funds Needed 
By FLORENCE PROVOST CLARENDON 


HE intelligent man recognizes the 

need of giving his child a good fun- 

damental schooling, and it is the 
ambition of many parents to provide still 
wider educational facilities along the lines 
of a college career. Frequent quotation 
has been made of Alexander Pope’s fa- 
miliar : 


“Tis education forms the common mind, 
Just as the twig is bent, the tree’s in- 
clined.” 


If young people are given a broad 
enough education to permit their enter- 
ing adult life with the quickened percep- 
tions of a trained mind, the twig has 
been bent in the right direction. The 
responsibility of acquiring knowledge and 
thereafter attaining success may then be 
confidently reposed in the hands of the 
youthful entrant into life’s work-a-day 
world, 
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The need for planning a comprehen- 
sive education is pre-eminent in the fam- 
ily of moderate resources, for if the 
young people are to become self-support- 
ing in later years they must be trained 
along those lines which will enable them 
to start their life work properly equipped. 

The applicant for a position in the bus- 
iness world of today must be well edu- 
cated if he is to stand a fair chance in 
competition. Some business houses will 
not consider applicants who have not had 
a high school training; some corpora- 
tions only look on college graduates as 
eligible for employment. With this 
thought in mind it is interesting to note 
the statement in a report of the Westing- 
house Electric Company that “fully 90% 
of the college men in their employ make 
good, while but 10% of the men who have 
had but elementary or high school train- 
ing are successful in their work.” The 
demands of modern business and tech- 





nical work make it essential that the 
young man start out with the advantage 
of a good education. If a strictly pro- 
fessional career is the goal in view a col- 
lege course becomes a practical necessi‘y. 
Higher education, however, is costly ai 
the man of modest means who plans suc! 
training for his child must take early 
steps to build up this education fund. 


-— = 


A Practical Way 


Life insurance offers one of the m 
practical ways of meeting this expense 
and in addition to its absolute safety a 
unfailing guarantee, it builds up a fu 
necessitating only a small personal sacri- 


oo 
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THREE REASONS FOR INSUR- 
ANCE 


Of which not the least important form 
is a policy providing for their 
education 


fice annually, over but comparatively fc 
years. Regular and systematic payments 
over a given period of years during tl 
child’s youth assure means for the co!- 
lege education, and the very simplicity of 
the plan makes it practical. One of the 
most important features of this plan 
that even if the father should die aft 
making but one or two deposits toward 
the fund, the full amount planned for is 
immediately available, or it can be held in 
trust until needed for the child’s college 
career. 

Let us assume that the plan is to 
finance a boy or girl through four years 
of college life, the money to be available 
when the student is 18 years old—the 
average age of college entrants. By tak- 
ing a 15-Year Endowment policy when 
the child is 3 years old, the funds will be 
available at the time the student is ready 
for college. A 10-Year Endowment an- 
swers the same needs when taken out for 
the benefit of a 5 year old child. While 
Endowments are usually written for 
periods in multiples of five—as 5, 10, 15, 
or 20 years—many life insurance con 
panies will write Endowment policies for 
a special number of years to meet certain 
requirements. For example, a 13-Year 
Endowment may be written to mature 
when.a five year old child is eighteen; or 
a 17-Year Endowment will yield its pro- 
ceeds when a child one year old attains 
the college entrance age of 18. 


4 


The Educational Policy 
The Educational policy on the Endow- 
ment form is usually written on the lif 
of cither parent—in most instances, the 
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(ather—with the child as beneficiary. The 
manner of settlement of the proceeds 
may be endorsed on the policy at the time 
it is issued. The usual purpose, of course, 
is to supply a monthly income during each 
o’ the nine or ten months of the college 
year, extending over four years. An En- 
dowment in the sum of $4,000, maturing 
at the time of the student’s entrance into 
c llege, would supply an income of $100 
a month for ten months in each of the 
four years. It is frequently considered 
desirable to plan that the payments be 
made in uneven amounts—as, for instance, 
a lump sum of $300 in October and in 
the early Spring following, to meet the 
necessary tuition payments required by 
the college at that time; leaving an in- 
come of $50 a month payable to the 
stident during the remaining eight 
months of the college year. The vacation 
period may be left unprovided for, be- 
couse there are no college expenses at 
that time, and the student either spends 
h.s holiday at home, or, if he is of a 
thrifty disposition, he obtains some re- 
munerative employment to tide him over 
the Summer season. 

A man 35 years old, with a child aged 
3 years, can start an educational pol- 
icy, guaranteeing $1,000 a year for four 
years beginning at age 18, for an an- 
nual premium of about $230. Thus, by 
easy payments over a period of years, 
the necessary fund for college ex- 
penses is built up—a much easier way 
to finance the expense of higher edu- 
cation than by paying $1,000 a year out 
of one’s income for four years. 


Some Precautions 


It is possible to have a form of Trust 
Agreement issued in conjunction with 
he Educational Endowment policy, desig- 
nating therein the wishes of the insured 
as to the amount of each instalment and 
the time of periodic payments. Some- 
times a precautionary clause is inserted 
in the agreement stipulating that the 
money is intended solely for the purpose 
designated therein, that it cannot be as- 
signed by the beneficiary, nor diverted to 
creditors or other claimants. In case the 
child does not live to use the proceeds of 
the Endowment, another beneficiary can, 
of course, be named by the insured. 

\n interesting feature of the plan 
arises in the event of the death of the 
parent before the stated Endowment 
period matures—on the child’s attaining 
18 years. Should the parent die after but 
te: payments have been made under a 
15 Year Endowment, the principal sum, 
while payable immediately if desired, 
may be held by the insurance company 
for the remaining five years, during 
which time interest on the amount, com- 
peunded annually, will be paid by the 
company. Thus a still larger amount 
would accrue to the youthful student on 
attaining 18 years of age. Of course, if 
preferred and so stipulated at the time 
the policy is issued, the proceeds of the 
Endowment (in event of the insured 
dying before the Endowment period 
matures) may be paid over in a lump 
sum to some specified guardian of the 

(Please turn to page 282) 


DECEMBER P, 1922 





The Proper Time to Invest 
What the Income-Builder Should Wait For 


(Nole: This is the ninth in a series of 
educational articles intended to advance 
practical aid to conservative but enterpris- 


ing investment.) 
I attention was given to business cycles. 
Illustrations were given to show 
how business volume actually does swing 
upwards and downwards, according to 
more or less established laws. And it was 
further shown that there are times when 
the established laws do not hold exactly 
true—that is, that occasionally special 
factors will appear in a given situation 
which are strong enough to distort the 
current cycle and throw it out of line. 
The last article concluded with the sug- 
gestion that income builders study the 
cycle-theory in general; and, particularly, 
that they study the special factors which, 
as has been said, sometimes interfere with 
and upset that theory. 


N two previous articles, considerable 


Not Recommending Speculation 


Reading over these two articles, in the 
effort to picture their effect upon the 
reader's mind, a possible drawback sug- 
gests itself which the writer does not wish 
to ignore. That is, that the wording of 
the articles, and the subject matter treated 
upon, might be thought to have been 
written for ‘1e purpose of helping income 
builders “catch” the short swings which 
are the speculative movements in security 
values. 

Those who are familiar with the Build- 
ing Your Future Income Department— 
the vein in which it is written and the 
purposes which it strives to attain—will 
realize, of course, that no single purpose 
is further removed from the department's 
real purpose than to encourage speculation 
among its readers. As has been said in 
these columns many times before, specula- 
tion is a field which is considered neces- 
sary as a means of maintaining an open, 
free and constant market for securities 


and commodities of all kinds; without a 
central market place for such speculation, 
values would frequently be distorted be- 
yond all reason in “panicky” periods 
(whether of inflation or deflation); nv 
means has yet come forward to serve 
these highly essential purposes as well. 

But, irrespective of speculation’s impor- 
tance under the circumstances described, 
this department believes that its practices 
should be positively limited to persons of 
ample means, who are in a position to lose 
whatever sum they speculate with. 

Manifestly, therefore, the Building 
Your Future Income Department, dedi- 
cated to “The Man With His First Five 
Hundred Dollars,” could not rightfully 
encourage speculation among its clients; 
and the department prefers to consume 
valuable space in disclaiming any such in- 
tention in the articles referred to rather 
than permit a possible wrong impression 
to get circulation. 


Time to Invest, Nevertheless 


What the two articles on cycles were 
intended to encourage was a study of the 
long, slow swings which make up the 
broad economic cycle. For it is undoubt- 
edly true that the investor should be 
familiar with these movements, and 
should, in part, base his commitments 
upon them just as the speculator needs to 
base his commitments upon the shorter 
swings. 

As we have said, these movements, 
under normal conditions, follow along 
more or less well-defined paths. When 
special factors do not interfere, the expan- 
sion and recession is successive and con- 
stant, much like the tides of the sea. 

Of course, the movements in the normal 
periods are easily determined from charts 
of the past. Our “Investment Clock,” 
which appeared tw issues ago, will help 
define them. 

Not much more difficult, interestingly 
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enough, is it to learn what the “special 
factors” are which are capable of upset- 
ting a normal cycle. In this connection, 
the attached graphic-chart on English 
commodity prices for a period of 146 
years will be found helpful. The chart, 
as will be seen, is not confined merely to a 
trend line moving over certain co- 
ordinates. It has been amplified with 
notations which show what the special 
factors were in the period covered, which 
most influenced commodity prices. If the 
Income Builder will note what those spe- 
cial factors were in this highly representa- 
tive case, he will have a fair idea of what 
those factors will be under all cases. 


Tabulating the Factors 


When we are required to tabulate these 
special factors—that is, the type of in- 
fluence which has upset basic economic 
conditions in the past and would be capa- 
ble of upsetting them again in the future 
—it would be difficult to swell our list to 
include more than (1) Wars, (2) Har- 
vests, (3) Commercial Failures, and (4) 
Money Influences. That is to say, when 
the final reckoning of any extended period 
of the past is taken, every important ab- 
normal change in the economic trend will 
be found to have sprung from one of 
these influences. The fact that these 
represent the more frequently recurring 
special factors in the graphic chart we 
show, should not be taken as the reason 
for our citing them. They have been as 
truthfully the basic influences over simi- 
lar periods in no less important lines 
throughout economic history. 


The Proper Time to Invest 


After the Income Builder has absorbed 
the cycle theory and learned the compara- 
tive importance of such factors as have 
been cited, he will probably agree with the 
following as an outline of the ideal con- 
ditions under y hich to make an invest- 
ment : 


1, International Amity. 

2. Normal Raw Production. 

3. Strong Financial Condition for 
Business as a Whole. 

4. Ample Money Supplies (as re- 
flected by low rates). 

5. A Price Level Not Unreasonably 
Above the Average Low Level for a 
Period of Years. 


For the sake of the argument, it is in- 
teresting to interpret present conditions in 
the light of these requirements. Absence 
of amity between nations is apparent in 
the hostile attitude assumed by some for- 
mer allies, and the actual existence of 
hostilities in the Near East. Production 
of raw materials is about normal in some 
lines but abnormal in others. Business: as 
a whole might be said to be in a generally 
strong position were the farming popula- 
tion to be ignored; but the representatives 
of that massive industry cannot be ignored 
and their financial condition is such as to 
materially affect the condition of “busi- 
ness as a whole.” Finally, commodity 
prices are by no means near that “average 
low level.” 
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Points for Income Builders 


“Guaranteed Stocks” and Other Finan- 
cial Terms and What They Mean 


HERE are a 
number of rail- 

road stocks in 

the market represent- 
a ing companies the 
average investor 
=a never heard of and 
which he would have 
= = trouble locating ex- 
cept for one saving grace: That is, the 
fact that they are guaranteed by famous 
railroad corporations. These stocks are 
known and dealt in as “guaranteed stocks.” 
The companies whose stocks are guar- 
anteed under these conditions represent 
small connecting lines and sometimes 
branch lines which have been leased by 
the guaranteeing corporation and, in ef- 
fect, made a part of its sytem. Their 
securities are guaranteed for the usual 
purposes of marketability; and by rea- 
son of that guarantee they take rank with 
bonds of the very highest grade, in respect 
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of investment rating. Thus, it is not un- 
usual to see guaranteed stocks selling on 
a lower yield basis than U. S. Govern- 
ment bonds. 

An interesting chart is attached illus- 
trating the importance of the certain lines 
whose right of way has been leased and 
whose securities have been guaranteed in 
the case of one great railroad system. As 
the chart indicates, the leased mileage in 
this case considerably exceeds the mile- 
age owned in fee. Actually, there are 672 
miles under lease, with guaranteed securi- 
ties outstanding against them, as com- 
pared with only 265 miles owned in fee. 

Investors who seek a very high degree 
of safety would do well to investigate the 
guaranteed stock field. 


Fixed Charges 


Whether or not a corporation shall pay 
dividends at all and what the size of those 
dividends shall be; also whether or not it 
shall set up certain reserve funds—as for 
depreciation—and what the sizé of those 
reserve funds shall be; these are matters 
for the discretion of the directors, and 
adjustable to the directors’ idea of “good 
business” at the end of a given period. 

Obviously, however, no such condition 
exists with regard to wages, or taxes, 
which must be paid at the.agreed on or 
imposed rate. Neither does it exist with 
regard to sinking funds—which must be 
maintained at the set rate—or bond inter- 


est. Wages, taxes, sinking funds, bond 
interest and operating expenses are ail 
prearranged obligations which cannot be 
shifted or avoided. 

Because of this characteristic of the 
items mentioned, they have come to be 
grouped together in corporate accounting 
and placed as the first obligation to be 
deducted from earnings. And, purely for 
lack of a better name, they are reterred 
to as “fixed” chargs. 

After the fixed charges have been met 
it is usually corporate procedure to next 
list the depreciation and special reserves 
which are considered the next most im 
portant charge (although, as has bee: 
said, they are not a “fixed” charge). Th« 
total of these accounts is then deducted 

Any balance then remaining is consid 
ered available for distribution, either in 
whole or in part, in the form of dividends 
with the settled rate which always exist 
for a preferred stock the first amount t 
be deducted, and the agreed-on rate fo 
the common stock the last. 

What balance finally remains after th 
common dividends have been paid is th« 
final surplus for the year. This can the: 
be added to the corporation’s previous sur 
plus and be plowed back into the com 
pany’s plant. 


Voting Certificates 


When it is desired that the control o: 
a corporation shall remain well withi: 
bounds, for some reason or another, eithe: 
the majority of the outstanding commo 
stock or a very large block of it suffi 
cient to influence control through its vot 
ing power, is “vested” in trustees, consist 
ing of a trust company, a committee, o1 
sometimes a committee formed among th 
directors or founders of the company. I 
such case, the actual stock certificates ar: 
signed and issued, but they are handed 
over to the voting trust committee with 
written agreement regulating the opera 
tion of the voting trust as well as the dis- 
posal of the stock. The holders of stock 
are then given voting trust certificates in- 
stead of their stock, the latter being no 
different in value, dividends, or equity in 
the corporation, excepting that no holder 
of a voting trust certificate (or any num- 
ber of them) can have a vote. The vote 
is virtually “pooled” by all parties to the 
original voting trust, and no subsequent 
change of ownership of the consequent 
voting trust certificates can affect the vot- 
ing power of the voting trust. Such cer- 
tificates are described on the exchanges 
as “vy. t. c.” after the narhe of the stock. 
It very often happens that in the reorgani- 
zation of a corporation the new stock *is 
put into a voting trust and “certificates” 
issued, so as to insure the continuance of 
the policies of the reorganizers for a time, 
without interference by newcomers. This 
is not a factor that need influence the 
average investor when considering a pur- 
chase or sale. 
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If I Were a Trust 





| Note: The accompanying arti- 
cle was written by a member of 
the staff and is printed here for 
its suggestive value. Comments 
or criticisms of the plan suggested 
in it would be cordially welcome. 








F I were a trust company president, I 
should call my board of directors, or 
vice-presidents, or whatever they are, 
efore me, and address them as follows: 

“Gentlemen, our main purpose is to 
uild up this trust company—to make it 
he greatest, most prosperous and most 
iighly respected organization of its kind 
n this country. 

“To achieve that end, we will have to 
make progress in two directions: First, 
we will have to increase the number of 
yur clients; secondly, we will have to in- 
rease the savings, or per capita wealth 
f those clients. 

“Now, we have in the past utilized 
very means of increasing our clientele 
iumong men of comparative wealth and 
affluence. We have offered special de- 
posit accounts, management services and 
uch—all of them designed to appeal to 
persons having large investments—and we 
iave worked the appeal of these services 
to the limit. In other words, so far as 
the comparatively wealthy classes are con- 
cerned, we have secured about as big a 
clientele as we can hope to secure. 

“With this knowledge before us, if we 
still hope to increase our clientele, it is 
ipparent that there remains but one thing 
for us to do: And that one thing is to 
first make up our minds that we will now 
lave to go out after the man of compara- 
tively small means, rather than stick to 
the wealthy-man field; and secondly, that 
ve will have to devise some special form 
of appeal which will make the man of 
mall means want to become a client of 
his institution. 


The Result of Thought 


“Now, I have given a great deal of 
hought to this subject, and I have been, 
n my time, a man of comparatively small 
neans myself. From observation and 
{from experience, I think I know just 
what such an organization as ours will 
have to offer the man on the street—the 
man of comparatively small means, that 
s—if we are to persuade him to come 
nto our fold. What we will have to 
ffer is: 

“A type of security which will enable 
he man on the street to invest the small 
ums he can get together at any one time 
it a rate of interest comparable with that 
eceived by the wealthy investor, the 
afety element behind the security to be 


equally as great as, if not greater than 


hat enjoyed by the wealthy man. 

“If you have ever been small investors 
ourselves, I think you will agree with 
vhat I say. If you have not, let me de- 
cribe a few of the handicaps a small in- 


Company President 


By RALPH RUSHMORE 


vestor is under. Then you will be better 
able to judge his case sympathetically and 
with understanding: 

“The average small investor cannot get 
together more than fifty or sixty dollars 
at any one time. If he is to accumulate 
several hundreds of dollars—not to speak 
of a thousand dollars—he has to save, 
rigidly and scrupulously, for months, per- 
haps years. His savings have to go into 
the savings bank or similar savings insti- 
tutions, because by no other means can 
he obtain interest on his money. When 
he reaches the point where he has 
amassed enongh money to permit him to 
buy the sort of expensive security the 
wealthy man buys, he has lost several 
‘points’ in the form of excess interest, 
which he would have been receiving all 
the time, if such a security as I speak of 
had been available to him in the begin- 
ning, and he had not had to bank his 
money at the comparatively low rate. 


A Worse Handicap 


“But it is not only the loss of interest 
during the accumulative period which ag- 
gravates your small investor. A still 
worse handicap awaits him: Let me de- 
scribe that to you, too: 

“Suppose your small investor can save 
at the rate of fifty dollars a month. Sup- 
pose he wishes to buy bonds of a type 
available only in $1,000 form. That 
means not only that in order to buy one 
bond of this type, he will have to save for 
twenty months, or exactly one.and three- 
quarter years; it also means that, after 
waiting all those twenty months before 
buying, he will be able to buy only one 
bond of the thousand dollar kind. 

“As men who are experienced in 
finance and investment, you know what a 
handicap this is: How many of you men 
would like to be situated financially so 
that, to invest your surplus at all at any- 
thing better than savings bank rates, you 
would be compelled to stake it all on one 
single security? You know as well as I 
do what diversified risk means—how de- 
sirable diversified risk is—how particu- 
larly desirable it is in the case of small 
investors, who can least afford to lose. It 
must be plain to you what a stone-wall 
this thousand dollar denomination obstacle 
becomes to the small investor I have 
described. 

“Well, you say, what about it? What 
are we going to do about it? Get the 
corporations to issue their securities in 
smaller denominations ? 

“No—that is not my purpose, and 
would not achieve my purpose. 

“My purpose is to devise a form of 
security, as I have said, which will be as 
safe as the kind the rich man buys but 
which will be available in small denomi- 
nations. As I recommend devising such 


a security in order to bring new clients 
into our clientele, I believe it should be 
worked out on a basis that would bring 
our name into it somehow—make it evi- 
dent that we had something to do with 


it. Then, whenever a small investor 
bought one of those securities, he would 
think of us; and, often enough to make 
it worth our while, his thoughts of us 
would develop into a new account for us. 

“Well and good. Here is my plan: 

“Let us form an Investigating Commit- 
tee to examine closely into securities of 
the highest grade available in the market 
at this time. Let us require that commit- 
tee to recommend to us, at the expiration 
of a given period, ten or more securities 
maturing within a given period which, in 
the committee’s opinion, represent the 
highest obtainable investment merit. 

“Let us make an investment not in any 
single one of these securities, but in all of 
them. Let us deposit the block of securi- 
ties so purchased in a collateral trust. 

“Finally, let us issue collateral trust 
bonds against these securities, with the 
distinct provision in the trust that the re- 
demption value of the issued bonds shall 
be prefaced upon the redemption price of 
the bonds or notes purchased and de- 
posited in the trust; and—and this is my 
main objective—let us issue our collateral 
trust bonds in pieces of from $50 up. 

“What would we achieve by this plan? 
First, we would have made it possible for 
the small investor to secure a rate of re- 
turn on an investment of as little as fifty 
dollars, which would compare favorably 
with that received by the rich man. I 
believe that it should be possible, after all 
management and mechanical expenses, to 
sell such collateral trust bonds to yield, 
just now, from 5 to 5%4%; and I believe 
it would be always possible to keep the 
yield from % of 1% to 1% above bank 
rates. 

“Secondly, we would have devised a 
form of investment representing as much 
diversification as nothing less than $10,000 
would be able to obtain, under present 
conditions. That is, to get the diversifica- 
tion of ten different thousand dollar bonds 
at this time, a man would have to buy one 
of each to cost him ten thousand in all. 
Under my plan, however, the investor 
could get a part interest in just as great 
diversification for as little as fifty dol- 
lars! Nothing in the way of available 
investment could compare with that, 
could there? 


And, Finally 


“Finally—and this is nothing to be 
ashamed of—the plan would probably 
create universal interest in our organiza- 
tion. Investors around the country would 
say, ‘Why, the ........ Trust Company is 
anxious to help us become financially in- 
dependent even if we are little fellows; 
guess we'd better send them our 
business.’ ” 

What’s wrong with this picture? 





readers’ inquiries upon them. 





WHAT IS YOUR PROBLEM? 


Insurance—Home Building—Conservative Investment of Small Sums? These are 
the subjects covered by the BYFI Department. 


The Department is glad to answer 














What's Ahead for the Utilities? 





Will Improvement Continue?—Labor Costs 


and Other 


ANY recent developments in the 

ficld of public utility companies, 

particularly dividend increases, 
have again brought these companies into 
prominence. In the recent stock market 
decline, stocks of the public utility com- 
panies have been the outstanding feature 
and participated perhaps to a smaller ex- 
tent than any group of companies. While 
stocks of many industrial companies have 
lost a great part of their gains of the cur- 
rent year, as a rule taking those issues 
listed on the New York Stock Exchange, 
the utility companies’ stocks are still with- 
in striking distance of their high prices. 

The reason is not hard to find. Confi- 
dence in the public utility issues is return- 
ing, fostered by good earnings statements 
and increased dividends. It should be 
borne in mind that in pre-war days the 
utility companies, with the railrcads, were 
the favorite medium for placing high 
grade investment funds. 

Before attempting an analysis of the 
general situation and outlook for the pub- 
lic utility companies, a résumé of recent 
developments to serve as a background is 
timely. First, early in the year, came the 
decision: of the United States Supreme 
Court in the Consolidated Gas Co. rate 
case which confirmed the rights of the 
public utility to charge adequate rates. It 
overthrew the contention of local authori- 
ties to fix rates where it had been shown 
that they were confiscatory. This was one 
of the first steps toward a general im- 
provement in the situation. Still later, 
about the middle of this year, earnings 
statements showing vast improvement in 
the situation began to come out, and then 
came dividend resumptions and increased 
payments. Among the more prominent 
companies, Public Service Corp. of New 
Jersey increased dividend from $4 to $6 
annually, only recently increasing the rate 
to $8. At the same time a 10% reduction 
in electric rates was made voluntarily. 
North American Co. increased the divi- 
dend on the common stock and Laclede 
Gas Light Co. resumed dividends at the 
rate of $7 annually and only recently de- 
clared an extra payment of $1.75 to re- 
imburse shareholders for the time during 
the period of high operating costs when 
nothing was paid. The case of this com- 
pany is typical. Statement for the last 
quarter of 1921 showed that a good-sized 
deficit was being piled up despite the fact 
that no dividends were being paid on-the 
common, Yet six months later, earnings 
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THE DOLLAR OF INCOME 
AND WHAT WAS DONE WITH IT IN 1921 


Commonwealth Edison Income 
for 1921 


had come back to the extent that the full 
pre-war dividend rate was restored on the 


common and an extra payment made, 
with earnings sufficient to cover both 
items. 


Some Forward Developments 


The investor will naturally seek to 
learn if dividend resumptions are just a 
flash in the pan, denoting better conditions 
here and there. Plans of several of the 
larger companies as to what is intended in 
the future certainly does not indicate that 
there is any lack of confidence in the sit- 
uation. Some things to look forward to 
and which will probably develop in the 
near future are dividend increases by both 
Pacific Gas & Electric Co. and North 
American Co. Directors of the former 
company meet shortly, and it is possible 
that there will be an increase from the 
present rate of $5 annually to either $6 or 
$7. North American Co. is contemplat- 
ing increasing the annual rate on the com- 
mon from $5 to $6. Columbia Gas & 
Electric Co. is another company in line 
for a dividend increase, the present rate 
being $6. 

In discussing the general situation as it 
affects the public utility companies, they 
must be divided in four principal groups: 
Power companies, gas companies, tele- 
phone companies and traction properties. 
Conditions in different parts of the coun- 
try vary, but, generally speaking, they are 
all affected by certain basic conditions. 
All companies are affected by commodity 


Rate Question 


prices and general business conditions. 
Prices of materials and supplies govern 
net earnings and is the most important 
item of all. Poor business conditions do 
not necessarily mean poor earnings for a 
public utility property. The product of 
the company is, in many instances, a ne- 
cessity, and unless a large proportion of 
its output is taken by industrial com- 
panies which are affected by poor busi- 
ness, it can make a good showing. Poor 
business conditions mean lower wage costs 
and lower prices for materials and other 
operating costs. But it is in a period of 
general prosperity that the utility will 
thrive most. The extent of the decline of 
prices of chief items entering into operat- 
ing costs will be touched-on later in the 
article. 


The Rate Question 


Almost equally important with prices of 
commodities is the question of rates, and 
these are governed to a large extent by 
local conditions. Practically all the states 
now have Public Utility Commissions 
which establish rates and are not in- 
fluenced by local conditions. The old 
method of having rates established by lo- 
cal ordinance or by contract between the 
municipality and company is practically 
obsolete. To a certain extent, all com- 
missions are influenced by political con- 
siderations, but operators of properties 
maintain that the situation is improving 
all the time, with commissioners more and 
more taking the attitude that the company 
has equal rights to a fair rate with the 
public. 

Samuel Insull, president of both the 
Commonwealth Edison Co. of Chicago 
and the People’s Gas Light & Coke Co. is 
probably one of the best authorities in the 
public utility field. Touching on the ques- 
tion of Public Utility Commissions early 
in November, Mr. Insull outlined his views 
to a group of bankers and expressed him 
self as very optimistic. Going back over 
the poor years of inflated values, he said: 
“We operators of public utilities really 
found ourselves in a very much better po- 
sition in the states where there were com- 
missions, and where we could go to one 
body to get relief, than we were in states 
where there were no commissions, and 
where we were bound by contract ordi- 
nances as to rates. I want to say that 
taking the State commissions as a whole, 
they responded to the situation with very 
great courage. Whilst they had been cre- 
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ated originally to do equal justice to the 
producer, as well as the user of electric 
energy and of gas and other local public 
utilities services, naturally with the 
growth of business, their operations had 
been in the direction of reduced rates year 
after year; and for them to turn around 
throughout this country and put rates up 
was a pretty serious proposition. I am 
glad to say that I can testify to the fact 
that they responded in a very handsome 
way. It took a little time for that to get 
started, but when they once got started 
they met the situation courageously, and 
the utilities at this time are getting the 
advantage of the opposite action. It took 
some time to get our rates up. It is tak- 
ing some time to get them down, and 
chances are that they will not get down to 
normal until the cost of labor and the 
cost of material get down to normal.” 

Obviously costs of labor, coal and new 
equipment are not yet back to normal, 
and it is a question if they will within the 
next year or two. 


Cheaper Money 


The cost of money to a public utility 
company is almost as much of an item in 
earnings as operating expenses. To.meet 
the rapidly expanding demand for new 
service, there is hardly a large company 
which during the past few years has not 
been in the market for funds to finance 
additions. Companies which had been get- 
ting their money for improvements on a 
5% basis during the past three years had 
been compelled to pay as high as 7% and 
8%. Other companies which did not have 
first rate credit facilities and in pre-war 
days paid 6% had to go out and pay 10% 
and even 11%. There are cases on record 
of where as high as 13% had been paid. 

Cheaper money this year has improved 
the situation vastly, but money rates are 
still not down where they were and where 
they probably will go in the course of the 
next few years. The fact that practically 
all the new securities which were put out 
during the period of stress were short- 
term obligations has helped some, and 
many of these issues are now being rap- 
idly replaced by lower interest-bearing se- 
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Chart Showing fercentages of Gross to 
Net of a Representative Electric Company 
using Coal as Fuel & Operating ina Large Cily. 
Fercentages are typical of other Companies. 
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Photo by Underwood & Underwood. 
CLOSE-UP VIEW OF A MODERN GENERATOR 
A modern type of medium-duty generator, a product of the General Electric Co. 
and extensively used in hydro-electric power plants 


curities through the privilege of calling 
them. But this is an expensive proceed- 
ing. 

The situation is now much improved. 
This is illustrated by the fact that within 
the past few weeks one of the largest pub- 
lic utility properties came out with an is- 
sue of long-term bonds bearing 5% inter- 
est, and was able to sell them to the 
bankers at close to par. This money cost 
the company just a fraction over 5%, and 
as far as is known is the cheapest public 
utility financing done in nearly four years. 


Different Groups of Companies 


Of the four groups of public utility 
companies, one which seems the most fa- 
vored by investors and which appears to 
have the brightest outlook is the power 
company group, particularly the hydro- 
electric companies generating power by 
means of inexpensive water power. Com- 
panies like Chicago Commonwealth Edi- 
son Co., Detroit Edison Co., New York 
Edison Co., and Brooklyn Edison Co., 
have shown up remarkably well this year. 
These companies find their largest item of 
expense in the coal pile, and the coal 
strike has had a lot to do in keeping down 
earnings. Fortunately, these companies 
contract for coal far ahead, so high prices 
prevailing do not hit them as much as 
they might. Nevertheless many com- 
panies had to go in the outside market to 
augment their fuel supplies during the 
strike. A comparison furnished by the 
American Gas Association gives approxi- 
mate average prices of anthracite coal 
this year at $12 a ton and bituminous at 
from $6 upward. These prices mean 
nothing, reflecting strike conditions, but it 
is safe to say that coal prices are still well 
above those of five years ago. Gas coal 
(bituminous) is given an approximate 
average price of $4.85 in 1917, and $8.02 
in 1920, according to the association’s fig- 
ures. Anthracite coal is listed at $6 in 
1917, having jumped to $10 in 1920 and 
above $12 at present. 





Despite the heavy advance in coal prices, 
electric companies have been able to make 
good showings on account of rapidly ex- 
panding demand and many economies in 
operating conditions during the period of 
e¢ to figures of 
constitutes 


high costs. Labor, accordin 
one of our largest companies, 
about 20% of the total expenditures for 
the year, which includes interest charges, 
dividend payments and addition to surplus 
besides the operating expenses. Fuel con- 
stitutes 26%. The labor item, while much 
better, is still poor, companies paying 
about 100% over what they did six years 
ago. However, it is hardly likely that 
labor cost will again go down to where it 
was before the war, at lcast not in the 
next few years. This increase has to be 
taken up by economies of 
other departments. 

The hydro-electric companies of course 
have no fuel costs to worry about. There 
is an abundant supply of “white coal” 
throughout this country. Operation of a 
hydro-electric plant requires little labor. 
Here lower costs of equipment are help- 
ing to a large extent. The hydro-electric 
companies, particularly those on the 
Pacific Coast, are now showing the best 
earnings in history. 





operation in 


Gas Companies 


Gas companies are not showing the 
same expansion of demand as the elec- 
tric companies. Electricity is supplanting 
gas as an illuminant, but new uses are be- 
ing found for gas. Coal for gas making 
is still away up, as shown by the accom- 
panying table, but gas oil is now down to 
where it was in 1917: 

CHIEF ITEMS OF EXPENSE FOR 
GAS COMPANIES 


1917 1920 122 
Gas oil (gal.). 5.76c 12.62c 5.00c 
Gas coal (ton) 
bituminous ..... $4.85 $8.02 $6.00 up 
Anthracite (ton).. 6.06 10.00 12.50 


Labor item has increased from around 
(Please turn to page 271) 
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Phillips Petroleum Company 





Do Earnings Justify Present Prices? 


Depreciation and Depletion Charges a 
Big Factor—Are Dividends Assured? 


T has often been stated that many 

interested in lines outside of the oil 

industry proper have made as much 
profit in the oil industry as _ those 
actively engaged in the industry, but 
with the Phillips Petroleum Co. it is 
found that Frank Phillips, the founder 
of the company bearing his name, made 
a considerable fortune in banking, and 
first looked upon the oil industry as a 
sort of a side line investment. But 
these investments became larger and 
larger until finally there was organized 
the Phillips Petroleum to take over the 
holdings of the Phillips family. 

The original issue of Phillips 
amounted to 30,000 shares and has been 
increased until it stands at 1 million 
shares, with 740,000 shares listed. 


Operations of the Company 
The operations of Phillips are con- 





By J. G. SWARTZ 


fined almost entirely in Oklahoma with 
scattered holdings in Texas, Louisiana, 
Arkansas and Kentucky. The company 
has no refinery affiliations and is inter- 
ested solely in the production of crude 
and natural gasoline. The policy of 
Phillips in the development of their pro- 
ducing properties has been along the 
lines followed by the various producing 
companies of the Standard group. 
“Wildcatting” and the development of 
unproven territories has been kept to 
the minimum, and, unless the chances 
of finding oil were better than even, as 
shown by adjacent producing wells, the 
property was not drilled. 

There are few producing properties 
operated in the name of Phillips that are 
owned 100% by Phillips. Nearly all 
their interests are partnership interests 
and their partners are usually the 
strongest operating companies in the 

Mid-Continent. This method 





tends to further distribute 
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their risks, and, as the pro- 
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ducing game, even at its 
best, is a gamble, for none 
can tell as to whether a 
well will produce oil until 
it is drilled, it gives more 
stability to a company which 
pursues such a policy. The 
banking influence is plainly 
seen in this method of oper- 
ating. 


Production 

The production of Phil- 
lips for the first six months 
of 1922 averaged about 12,- 
500 barrels per day. Most 
of this came from Okla- 
homa, particularly from the 
Burbank Pool, which is the 
best producing area in that 


After state, both from the point 
and [ciation and 


of initial production and life 
of the wells. The wells in 
this pool hold up better 














than any other pool of simi- 





In the above graph, it is important to note that the 
1921 column showing “earnings per share” is based 
on the results before deduction for depreciation and 
depletion, while the same column estimated for Was 
1922 and showing a deficit after diviaends is after 
deducting what seems a reasonable sum for these 


items 
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lar size in the country. Most 
of the property from which 
they get their production 
acquired from the 
Osage Nation of Indians 
through the auction of the 
Federal Government, and 


these leases are what is known as De 
partmental Leases and are subject t 
much more rigid drilling regulations 
than ordinary leases for the develop- 
ment of oil. However, it is recognize: 
by the industry that leases in this terri- 
tory are more valuable than almost an) 
other territory. It can be stated thai 
the production of Phillips is as substan 
tial and high value as that of almost any 
other company in the Mid-Continent 
field. 

Phillips has also developed a larg« 
casing-head production from their ow: 
and other properties. This production 
for the first six months of this year 
averaged about 21,000 gallons of gaso 
line per day. The plants for extracting 
this gas line are among the most mod- 
ern in the field and it is recognized 
among the oil industry that the manu- 
facture of casing-head gasoline is the 
most profitable phase of the industry. 


Earnings 


The earnings of Phillips for the first 
six months of the year were a little 
better than $4,500,000 before deprecia- 
tion and depletion charges were made. 
Most companies in giving out their 
earnings usually give them, excluding 
depreciation and depletion, but anyone 
familiar with the oil industry, particu- 
larly the production end, realizes how 
vital it is to make liberal allowances for 
these items. The Standard groups al- 
ways include depreciation and depletion 
in their expenses charges. The policy 
as to these charges as announced by 
Phillips is very liberal and in line witl 
the best practices, but these charge: 
should always be taken into considera 
tion in determining the earnings. For 
the six months, Phillips charged off 
$4,230,205 for depreciation, depletior 
and well drilling labor, which is a lib 
eral allowance on the value of the prop- 
erties as carried on the books. After 
this figure is deducted from the earn 
ings, it leaves a profit of $441,705. This 
is less than the dividend: requirements 
of $661,650 for the same period. 

In this particular case, the dividend 
will have to be figured as return of 
capital rather than dividend. 
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It is true that the value of leases often 
increases over the figures at which they 
are carried on the books. This is par- 
ticularly so of leases acquired at a nom- 
inal sum and Phillips in 1919 added 
some” 11 millions to their capital and 
surplus accounts for appreciation of 
heir leases. 


<> 








It 1s very probable that 





Phillips is laying the 
foundation of a substan- 
tial company, but the |/400 
earnings are hardly such 
as to justify the present 
price, in view of the un- 300 
certain conditions in the 
oil industry. 





Unusual Record of Texas Company 


Wide Margin of Earnings Over Divi- 100 
dend Rate — Elimination of Funded 
Debt—Will New “Rights” Be Issued? 


HILE many of the companies in 
W the oil industry have found it 

necessary to pass some of their 
obligations along to the public in the form 
of Debentures, Gold Bonds and Pre- 
ferred Stock issues, the Texas Company 
found it possible this year to retire their 
bond issue of 27.7 millions and thereby 
eliminated entirely their funded debt 
and placing nothing ahead of the com- 
mon stock. This was made possible by 
their foresight as to the trend of the in- 
dustry some two years ago and a corre- 
sponding decrease in operations and ex- 
penditures at that time. This permitted 
the accumulation of a large cash reserve 
and the retirement of the bonds. 


Excellent Results 


The present position of Texas is pos- 
sibly better than ever before and reflects 
much credit on the management. In the 
early part of last year, Texas curtailed 
their field operations, only drilling such 
wells as were necessary under their 
leases, and practically abandoning the 
“wild cat” development. Some proper- 
ties which called for large drilling ex- 
penditures were disposed of. Very little 


expansion or new construction in their 
refining and marketing facilities was un- 
dertaken and operating expenses were cut 
toa minimum. As a result of this policy, 
cash on hand at the end of 1921 was 
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previous year, and to this 20 
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lion of Government Securi- 10 
ties, and Inventories and 
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way possible efforts were 
made to get down to “rock- 
bottom” basis. 

Texas is now preparing to enter the 
Wyoming fields and work is now pro- 
gressing on a 6,000 bbls. refinery located 
at Caspar, Wyoming. Some sort of a 
working agreement has been entered into 
with some large independent producers 
which assures them of an ample supply 
of crude. This plant will supply their re- 
quirements in the Rocky Mountain district 
with the advantage of lower freight rates 
over their present source of supply, which 
is Tulsa, Oklahoma. 

The current earnings of Texas for the 
present year should show a substantial 
increase over 1921. The mark-down of 
inventory values of some 10 millions 
which occurred at the end of 1921, 
should place a value below the prices 
realized this year. This is particularly 
true of gasoline, which was the largest 
item in the 1921 inventory, amounting to 
approximately 75 million gallons. The 
price of gasoline for this season is about 


Where Oil and Water Mix 


25% over the market value at the end 
of 1921 and fuel oil, also a very large 
inventory item, has increased almost 
50% in the present year. As refinery 
and field production has been main- 
tained at normal capacity, and as the 
prices for the finished products have 
been such as to permit a fair profit, it 
is believed that Texas will have a good 
year in the way of earnings and that 
the profits of Texas per share outstand- 
ing will be larger than any other inde- 
pendent company and compare very 
favorably with the larger of the Stand- 
ard groups. 

The dividend of $3.00 per share, or 
about 6.6% on the present market value, 
should easily be earned. It has been 
the policy of Texas to issue a yearly 
stock-dividend by selling stock to the 
stockholders at the par value of the 
stock, now $25.00, but this feature will 
probably be eliminated for the present 
year. 








Gold and the Gold 


Producers 


Present Status of the Gold-Mining Indus- 
try and Analysis of Some Leading Companies 


By C. S. HARTLEIGH 


the cyanide process of gold extrac- 
tion, in 1898, which marked the be- 
ginning of one of the most important 
economic phases of the gold mining in- 
dustry from the standpoint of mechanical 
development, the annual production of 
gold began to mount rapidly. During 
1891, the world’s output of copper and 
lead began to increase rapidly, and this 
contributed to the gold supply because the 
yellow metal was about a 10% by-product. 
The supply of gold then increased steadily 
from about 120 millions per annum to 
over 310 millions by the end of 1899. This 
spurt was accounted for, to a consider- 
able extent, by the production of Cripple 
Creek, Colorado, and Kalgoorlie, Aus- 
tralia, two of the world’s most famous 
gold mining districts, in the years 1893 
and 1894. In 1898, the Klondike was add- 
ing its quota to the increasing volume. 
Beginning with 1900, there was a sharp 
interruption in the upward trend owing 
to the Boer War, and the production fell 
off to about 260 millions. With the shut- 
ting down of the greatest gold mining 
district of all, the Rand in South Africa, 
which accounted for over a third of the 
world’s production, this temporary decline 
is easily understood. Early in 1902 the up- 
ward trend was resumed, and the decline 
in Australian production was more than 
offset by the Rand’s rapid increase, to- 
gether with the immense production from 
Alaska. In 1897 Alaska was at its best, 
and the rich ores of Goldfield, Nevada, 
were added to the stream. The rapid in- 
crease continued until it reached the 
record production of about 460 millions by 
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the end of 1909, when the production be- 
came relatively uniform for a period of 
about four years. 


Decline in Gold Production 


During 1914, the production fell off to 
below 440 millions as a result of reduced 
production in the Rand, the United States, 
and Russia, the last named country hav- 
ing become a large producer of placer 
gold. The following year recorded a 
sharp increase to 470 millions, owing to 
improvement in gold mining in the Rand, 
the United States, and South America, 
together with the introduction of the 
Porcupine district’s supply, but the period 
of Mexican unrest beginning in 1914, and 
the effects of the World War which had 
already been in progress for a year, could 
not be withstood, and the total production 
began to fall rapidly until the present 
year, during which there have been grad- 
ual signs of improvement. 

One of the incidental influences in this 
country at present is that the silver miner 
must proceed with full steam ahead if he 
desires to make the most of the Pittman 
Act price of a dollar an ounce before the 
remaining 70 million ounces are absorbed, 
and as the two precious metals are fre- 
quently associated, the production of gold 
is augmented to some extent. 

The accompanying table shows the 
comparative regularity of U. S. produc- 
tion from 1910 to 1917, and the corre- 
sponding production for Canada, and the 
world’s total. The last column indicates 
that the United States was responsible for 
about one-fifth of the entire production 
for many years. 

With regard to Canadian production, it 
will be noted that there was a gradual 
decline from 1916 to 1920, with a decided 
recovery in 1921, which was due almost 
entirely to the large increase in the 
Province of Ontario, and more particu- 
larly to the increase from a few large 
mines. If the production of Ontario is 
deducted from the total production each 
year, it is found that the production of 
provinces outside of Ontario in 1913 
amounted to 583,000 ounces, and that dur- 
ing 1921, this production amounted to 
217,000 ounces, showing a falling off of 
about 63% during the period reviewed. In 
every year during this period, with the 
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Photo by Brown Bros. 

A Modern Gold-Digging Dredge. Note 

its huge size by comparison with the 
men on the platform 


exception of two years during which there 
was a slight increase, the production fell 
off. However, Ontario’s production has 
increased from 220,000 ounces in 1913, to 
707,000 ounces in 1921, indicating an in- 
crease of over 320%. This is due to such 
successful mines as Hollinger, Dome, and 
McIntyre. 


Hollinger 


Hollinger is often very properly re- 
ferred to as an investment, on account of 
its ore reserves, and the apparent stability 
of its earning power for some time to 
come. Its ore reserves are estimated at 
4,393,000 tons, having an average value 
of about $9.70 a ton, and a gross value 
of over 42 millions. During 1921, the 
company increased its production from 
650,000 to over a million tons. Its mill 
has a capacity of over 3,000 tons a day, 
and plans are being considered to more 
than double this capacity. 

During the year 1921, new underground 
development aggregated about 31,600 feet 
of shafts, drifts, crosscuts and raises, and 
37,600 feet of diamond drilling. In July 
the company exercised its option to pur- 
chase the adjacent Schumacher property 
for $1,650,000. A lease on a water power 
site on the Abitibi River has been secured, 
and a 20,000 horsepower plant is to be 
erected at a cost of about 3.5 millions. 
The dividend in 1921 was $0.65, and the 
present rate is 1%, or 5c a share every 
four weeks. At the recent price of around 
1134, the investment return is a little over 
5¥%2%, this price having already dis- 
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sunted to some extent the contemplated 
increase in production. 
Dome 


Dome’s ore reserves are more difficult 
estimate than those of Hollinger on 


account of their irregular occurrence. 
However, the results of underground de- 
yclopment, including diamond drilling, and 
taking into account results of past expe- 
rience, place the estimate at about 3,500,- 
000 tons having an average value of about 
$5.30 a ton. During the year ended with 
March, 1922, underground development 


rregated over 12,000 feet of drifts, 
sscuts and other openings, and 17,500 
t of diamond drilling. The production 
- the last fiscal year was the greatest 
the history of the company by nearly 
, and the outlook is for a duplication 
the record during the current year. 
wring September, the mill treated a little 
er 1,000 tons per 24 hours, averaging 
yut $14 a ton in gold. In June, the com- 
ny increased its quarterly dividend to 
c a share, double the amount paid in 
previous quarter. As the stock is 
oted around $41 a share, the yield is 
proximately 4.9%. 
In February the par value of the shares 
is reduced from $10 to $9, with corre- 
mding reduction in the authorized 
pital stock of $4,500,000. After capital 
payment of $1 a share, the outstanding 
pital was reduced to $4,268,332. The 
mpany proposes to continue the reduc- 
m of capital stock from time to time, 
conditions warrant. 
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McIntyre Porcupine 


McIntyre Porcupine’s ore reserve is 
timated at over 624,000 tons, of which 
000 tons is broken in stopes. The ore 
dies are opened by about 15 miles of 
derground workings, and nearly 50,000 
t of diamond drilling. The average 
lue of the ore is about $10.25 a ton. 
Additional milling equipment has _ in- 
ased the daily tonnage from 550 to 
). With this increased scale of opera- 
ns the developed ore reserve is equiva- 
it to about three years’ supply. In view 
the falling off in earnings during the 
st year, the present price of about $14 
share, seems high enough with a $1 
vidend, although it is probably showing 
tendency to discount improvement in 
rnings anticipated from increased pro- 
ction. 
Improvement in the gold mining in- 
istry is indicated by the action of 
another well-known mining investment, 
imely Homestake, which resumed divi- 
nd payments May 25, 1921, at the rate 
25c. monthly, and on November 8th, 
| 22, increased its dividend from $3 to $6 
per annum. 
This mine is often properly referred 
as one of the greatest in the country. 
has distributed over 31 millions in divi- 
‘nds since 1879. Its regular dividend dis- 
ibution has been made monthly, and the 
long record has suffered less disturbance 
1an have the dividend records of most 
lining companies. Payments were inter- 
ipted in 1907 on account of a serious 
underground fire, late in 1909, owing to 
for DECEMBER 9, 1922 
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labor troubles, and the last time in 1920 
during the period of extremely high costs 
which fell so heavily on the gold-mining 
industry. In 1920 and 1921, net income 
showed marked improvement in the form 
of reduction in operating deficit, and dur- 
ing the latter year it began to reappear 
on the right side of the ledger. Ore re- 
serves are very large, and the ore broken 
down in the stopes and ready for extrac- 
tion is estimated at over 1.2 million tons, 
averaging around $4 a ton, and largely 
free-milling. Reserves are maintained by 
extensive underground development work 
each year. The company has many years 
of profitable operations ahead, but the 
present price of the shares probably dis- 
counts all favorable developments for the 


Furthermore, the willingness on the part 
of speculative interests to entertain new 
propositions involving the financing of 
gold mining enterprises has been gradually 
on the increase. Of course, this does not 
apply to the mere prospect, but to a 
property with some ore in sight and with 
the ear-marks of a profitable enterprise. 

However, this does not mean that com- 
mitments in listed gold mining shares can 
be made with assurance at this time, fol- 
lowing the rather rapid advance with the 
bull market, and in anticipation of the 
increased activities above outlined, for it is 
reasonable to suppose that these shares, in 
common with those of most industrial or- 
ganizations, are likely to be dragged down 


time being. 7 ae now in ae ys In view 
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The increased activity of the above - r — +m di eS Wes cet 

mentioned representative gold mining those who are favorably disposed toward 


companies illustrates the general tendency 
throughout the entire gold mining indus- 
try toward increased production, more 
active underground development, and a 
general spirit of returning optimism. 


_ 


gold mining shares to be patient and cau- 
tious at this time, so that they will not 
lose, stockmarketwise, what they might 
gain as a result of more profitable opera- 
tions of the companies behind the shares. 





How Mining Shares Have Fallen 


A Survey of the Market 
Position of Mining Stocks 


GLANCE at the accompanying table 
will show the remarkable fluctua- 
tions this year in the mining stocks. 
Almost uniformly these stocks are now 
selling at or not far from their prices at 
the commencement of the year despite 
the fact that in the intervening months 
they made very considerable advances. 
Practically every issue in this group has 


almost throughout the year has greatly 
diminished . 

Of the 29 issues listed on the accom- 
panying table no less than 20 are selling 
within three points of the price at which 
they sold at the beginning of the year. 
Stocks to show the most severe declines 
have been: American Metals, American 


lost from one hali to two-thirds or more Smelting common, Anaconda, Carson 
of its entire gain for the year and some Hill Gold, Chino, Federal Mining & 
of them have recently reached a new Smelting preferred, Granby, Greene- 


low point for the year. The market ac- 
tion of this group indicates that confi- 
dence which was held in these shares 


Cananea, Inspiration, Kennecott, Nevada 
Consolidated, Ray Consolidated and Utah 
Copper. 



















FLUCTUATIONS OF MINING SHARES 
7———1922_-_ _, Present 
Jan. 1 High Low Nov. 25 
ee ® 57% 44 46 
American Smelting common................ s+. 45% 67% 4354 50 
American Smelting preferred.................« 867 104% 86% 1005¢ 
Am, Zinc, L. & Sm. common................. 12% 21 12% 14 
Am. Zinc, L. & Sm. preferred..............++¢ 354 57 354 50 
Di ditt bebeneeebantenesteenwaneeneseen 4975 57 45% 454% 
enon is de eee aekbneeenee 6 11% 5% 7% 
SD GP Mn ececencevceecveccecesoecces 22 35% 2035 28 
Callahan Zime Lead........c.cccccccssescccce 6 11% 5% 1% 
i: ithckeneewebbenesesieetes 11 16% 6% 6% 
i) i i crenenghensenteeteesaencenen 344 41% 8234 38% 
Colle Cappete cccccccceccccccccccccccccccccces 16 291% 15% 254 
Chino Copper “ 27% 3335 233% 23% 
St Phen bceheknssaneeoevencceesccesee 185 46%, 18% 41 
Fed. Min. & Sm. preferred. 62% 87 50% 
Granby Mining... 284 35 22% 
Greene-Cananea . 27% 3456 22 24 
Homestake Mining 55 82 55 80 
Inspiration ........ 40 45 82% 324 
International Nickel. . 12% 19% 11% 18% 
DTT siencnteedenee+ensesees 26% 3956 22% 305% 
ae Sebeadtdnundesnsicosen0ceneeseseees bd 313 18% 3036 
BOM COMPS ccccccccccccssccssssssessesececs 7% 5 
Si natablisnnte thn enereteeeséesese 11% 9% 10 
ag en et cian eebnk nee 14% 19% 13% 14 
Dt) Mii sitecthianektbevebtaetenesueses 4 9% 4% 
TS LILLE 19 12% 12% 
e Jenge DE OGteKenigkedateeneudensseen 12% 2054 17% 18% 
WORD Scdenkhadseedceseeeenoencecesneensceces 7 71% 59% 59% 
* Unlisted January 1, 1922. 
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Farm Credit Proposals 


HERE are many 

proposals for 

farm credits now 
before Congress and 
| the question is prop- 
erly and seriously 
asked what ought to be done with 
regard to them. The issue is very 
important for the country bank which is 
obliged to face its farming constituency 
without always being able to satisfy it; 
and which in the past has often felt that 
some kind of Government aid would be 
an immense benefit to it. It is also a 
very great problem for the city bank 
which is likely to be called upon by the 
country institution from time to time for 
assistance and which cannot probably 
grant such assistance except under con- 
ditions that hold out a reasonable hope of 
eventual repayment;— repayment which 
ought to take place at a comparatively 
early date, if the bank is to remain in 
sound condition. 





How Government Met Crisis 


During the year 1920, there developed 
something that was very similar to an 
agricultural crisis. It was, however, not 
solely in the agricultural field that the 
danger presented itself, for difficulty was 
also present in industry and in commerce. 
But the farm population was more wor- 
ried about it and perhaps more exposed 
to real danger than any other section of 
the community. Accordingly the Gov- 
ernment “revived” the War Finance Cor- 
poration, and that concern has since then 
been functioning as a means of aid or 
relief. Precisely what has this implied? 
It has meant that the Government took 
funds out of the Treasury which it had 
obtained from the public either through 
taxation or else by borrowing them by 
the issue of short-term certificates of in- 
debtedness and then re-lent them to farm- 
ers or farm organizations on a longer 
242 


How Far Will They Help 
the Banker Or the Farmer? 


term and probably with less actual se- 
curity than the banks would. 


In a good many cases, there is large 
reason to doubt whether this measure 
was of any particular service. The loans 
which were thus made were used to re- 
pay country banks which promptly paid 
off an equal amount of borrowings from 
city banks. The city banks paid off their 
borrowings from reserve banks, so that 
the whole situation was just about as 
broad as it was long. In other cases the 
country banks actually maintained about 
as much paper outstanding as ever, so 
that in such cases there was a real gov- 
ernment subsidy to farmers with a cor- 
responding amount of assistance to them. 


Pending Plans in Congress 


Today there is a large grist of plans 
pending in Congress whose purpose it is 
to provide satisfactory rural credits. Cer- 
tain of these plans simply propose to 
continue the War Finance Corporation 
or something which is equivalent to it. 
Others apparently propose to give an ac- 
tual subsidy by means of the issue of tax- 
free bonds or in other ways. Still oth- 
ers undertake to admit to Federal reserve 
banks a good deal of long-term paper 
which is not now eligible to discount at 
such banks, and whose use would simply 
result in increasing the amount of agri- 
cultural paper which they could or must 
discount and carry. It is unfortunately 
true that a good many of these plans are 
not altogether sincere, but are evidently 
framed in the belief that they will be ad- 
ministered in such a way that not very 
much paper of this kind will be dis- 
counted. Where they are more truthful, 
however, they plainly contemplate the 
holding of a large body of such paper 
by reserve banks, just as the national 
banks have always held a great quantity 
of Government bonds. In. other words, 
these plans mean a more or less exten- 


sive subsidy to farmers, and the questivn 
is properly raised how such a subsi:ly 
will affect the farmers themselves and 
their own banks. 


Effect on Banks 


The latter question may be considered 
first. Inasmuch as the banks themselves 
own the reserve banks, plans of the kind 
referred to are really plans which aim 
at the idea of taking a considerable part 
of the funds of the banks of the com- 
munity or district away from these in- 
stitutions and lending them to the farm 
population. No doubt some banks would 
be perfectly willing to have this done, but 
others would not; so that, in effect, what 
is proposed is the making of practically 
compulsory loans in favor of some com- 
munities and banks (through the process 
of rediscount) out of the funds of some 
other banks; which means out of the 
funds of some other communities. It 
would be a way of saddling a large body 
of long-term loans upon the banking 
community as a whole, and in the event 
that the reserve banks became thoroug)- 
ly “loaned up,” there would be no wa) 
in which the member banks could succeed 
in withdrawing their funds. The more 
they left the reserve system and wit!- 
drew cash, the greater would be the da»- 
ger that the reserve banks with their re- 
duced resources would be heavily “loaned 
up” and less and less able to furnish 
current assistance to those who needed it. 
Already, this fact is widely perceived by 
many of the banks, even in the farming 
regions, and they are by no means de- 
sirous of seeing the efficiency of the re- 
serve banks themselves destroyed. (n 
the contrary, they hesitate to see a begin- 
ning made with so bad a precedent as 
would be involved in this plan of com- 
pelling banks to put up their funds for 
the benefit of other banks and commuri- 
ties. In some respects, it is the old idea 
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of guarantee of deposits in a new form; 
but it is no more acceptable in this form 
than in the old one. 


Would the Farmer Be Helped? 


But of course many individuals both in 
and out of Congress are disposed to the 
view that if the farmer would really be 
helped by the plan, the interest of the 
banks might very well be disregarded. It 
is, therefore, worth while to inquire care- 
fully what would be the precise effect of 
this plan upon the farmer. Certainly it 
would not have the effect of giving him 
the “marketing credit” which he thinks 
he wants. What he says he desires in 
that connection is a special kind of bank- 
ing facility. This, however, would cer- 
tainly not be provided if the funds of the 
bankers were steadily tied up in long- 
term paper. The effect of the plan in 
that case would simply be to afford assis- 
tance to a group or element of farmers 
who got the aid to start with but who, 
having used, were not able to recreate it. 

The whole question in fact really comes 
down to whether or not the paper which 
is thus to be discounted at reserve banks 
i: actually to be self-liquidating. If it 
i:, the demand for a great lengthening 
of the paper which is to be eligible is ab- 
sird because the actual relief can be ob- 
t:ined by the farmer just as well through 
his banks steadily rediscounting farm pa- 
per of the kind referred to as it gets 
within, say, six months of maturity. 

But this is not what is wanted. What 
is demanded is an increase in the total 
volume of funds made available for the 
use of the farm borrower, and prac- 
tically continued in his hands. As Mr. 
J] R. Howard of the Farm Bureau Fed- 
eration has lately expressed the matter 
(in quoted extracts from his recent ad- 
dresses), it may well be questioned 
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whether many farmers have not had more 
credit than is good for them, whereas 
what they need is capital not credit. As 
a matter of fact, the farmer in general 
would not be helped by the immediate 
tying up of the funds of the banks in 
farm loans. 


Who Would Get the Benefit? 


The benefit of such action would go 
entirely to those who received the loans 
in the first place and who were thus able 
to increase the amount of their invest- 
ment in farm operations with the result 
that they themeselves were given accom- 
modation that perhaps otherwise they 
would not obtain. This would in no way 
help the future applicant for credit 
whether he was a farmer or someone 
else, but on the contrary would be apt to 
hurt him, because it would diminish the 
total amount of credit which he might 
expect to obtain. 

Altogether, therefore, the proposal 
must be regarded as one designed to 


_ 


alleviate or help immediate not ultimate 
conditions in the agricultural regions, or 
in other words to benefit a certain group 
of farm proprietors or operators but un- 
likely to be of much service to others. 
An idea of what would follow from such 
a policy can be obtained by referring back 
mentally to the situation that existed dur- 
ing the inflation period of the war and 
the months just after it. At that time, 
farm-land prices went to immense heights 
and a good many farmers sold out and 
retired from business. They were helped 
by the inflation to the extent that they 
got higher prices for their land, but their 
successors (who were also farmers) had 
to suffer, because they could not expect 
to keep up to existing levels of farm- 
product values, and hence could not ex- 
pect to maintain the price of their lands 
at the level which they had themselves 
established. There can be no doubt that 
the present farm-credit proposals are 
thus misleading and calculated to hurt 
rather than to help both the country 
banker and the farmer himself. 
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Bank Rulings 


CCORDING to a decision filed in 

the so-called Kentucky par clear- 

ance case by Judge A. M. J. Coch- 
ran of the U. S. District Court of the 
Eastern District of Kentucky at Catletts- 
burg, the methods of par collection em- 
ployed by the Federal Reserve Bank of 
Cleveland are held to be illegitimate and 
a preliminary injunction is granted re- 
straining that bank from continuing such 
collection or from advertising that it will 
collect checks at par at least insofar as 
the plaintiff bank is concerned. The 
opinion itself is so remarkable in the pos- 
itiveness with which it is expressed and 
its significance, if sustained by the Su- 
preme Court of the United States, will 
be so great to many country banks that 
some of the salient paragraphs in the 
decision, and especially the comment 
therein offered upon the well-known Ore- 
gon case, involving the same questions, 
are herewith reprinted as follows: 


Purpose of Par Collection 


“The law of this case . . . all depends 
on defendant bank’s purpose in adopting 
this unusual and heretofore unheard of 
procedure of seeking out plaintiff’s checks 
for collection and presenting them in a 
body for payment over the counter, i.e., 
what was its immediate purpose in so do- 
ing. Was it for the purpose of breaking 
down the plaintiff's business as then con- 
ducted? If so, it was unlawful and sub- 
ject to be restrained by a court of equity. 
It does not follow that because the holder 
of a check has a right to present it to the 
bank upon which it is drawn for payment 
over the counter that one has the right to 
seek to become the holder of all the 
checks drawn on a bank as they are drawn 
and then present them in a body for pay- 
ment in cash over the counter. If such 
was defendant bank’s immediate purpose 
in so doing it was not justified by the 


and Decisions 


ulterior purpose which it had in view, to- 
wit of freeing commerce from the burden 
of such charges. Here, as ever, did the 
end justify the means. Such a course of 
procedure is a kind of refined bank hold- 
up. It is one of the inalienable rights of 
a person to be unprogressive, selfish and 
even mean. This is said without intend- 
ing to so characterize plaintiff's position. 


“What then was the defandant’s bank’s 
purpose in initiating this movement 
against plaintiff and keeping it up for 
over a year and a half, ie., until stopped 
from further doing so by the temporary 
restraining order? There is but one an- 
swer to this question and that is that it 
was to break down plaintiff's business as 
it was being conducted, not to put it out 
of business, but to compel it to do busi- 
ness in this particular as it would have 
it do and not as plaintiff desired. Not- 
withstanding it was having its way in con- 
ducting its business, it was not willing 
that plaintiff should have its way in con- 
ducting its business.’ It-desired to impose 
its will on plaintiff. That such was de- 
fendant bank’s purpose is the meaning of 
the course of procedure adopted. It can 
be accounted for on no other basis. Such 
a purpose was avowed by those acting on 
its behalf. And it was admitted on the 
witness stand by its assistant cashier that 
if the plaintiff at any time had signed an 
agreement to remit at par the agency 
would have been withdrawn. 


THE OREGON CASE 


“Each side appeals to the decision in the 
Oregon case as favoring its contention. 
It seems to me to favor that of plaintiff. 
In that case the Reserve Bank had been 
maintaining an agent at Brookings, but at 
the time of the application for prelimi- 
nary injunction that agent had been with- 
drawn and the Reserve Bank had been 
forwarding to the State Bank checks 
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drawn on it endorsing them for collection 
only and remittance in full without de- 
duction for exchange, and upon the State 
Bank returning them unpaid, had been 
returning them to its correspondents ad- 
vising them that the State Bank refused 
to pay and had not protested same and 
they must look to the State Bank for the 
protection, which was in effect that the 
checks had been dishonored. A prelimi- 
nary injunction was granted restraining 
the Reserve Bank from so advising its 
customers. That in the decision of Judge 
Wolverton on which the defendant bank 
relies in his statement that the Reserve 
Bank was acting within its authority in 
maintaining an agent at Brookings for 
making collections over the counter of 
plaintiff’s bank and paying the expenses 
thereof. But in making this statement he 
was merely referring to the corporate 
power of the Reserve Bank and he based 
this on the decision in the Atlanta case. 
He was not considering the right of the 
Reserve Bank to so act as against the 
State Bank. On the contrary he seeming- 
ly condemns the action of the Reserve 
Bank in this particular as well as in the 
particular as to which the injunction was 
granted. He said: 

‘The question remains for determi- 
nation as it respects the motive that 
induced the defendant bank to pursue 
the course it did in attempting to 
make collection from the plaintiff 


bank. It appears by defendant’s an- 

swer that it expended $1,915.32 in 

making collections over the counter 
of plaintiff’s bank of $102,850.33, dur- 
ing the year from October 1, 1920, to 

October 1, 1921. The method em- 

ployed, considering the occasion for 

it, or rather the lack of reasonable 
necessity, was, to say the least extra- 
ordinarily, extravagant and unbusi- 
nesslike.’ 

“Again he said: 

‘I am persuaded, however, that the 
action of the defendant bank in adopt- 
ing the methods pursued by it toward 
the plaintiff’s bank, and in persistent- 
ly adhering to them, indicates most 
convincingly that it was for the pur- 
pose of coercing the latter bank into 
adopting the policy of the Reserve 
Bank to remit at par. Although the 
policy may be commercially sound, 
the plaintiff was entitled to pursue its 
own method, without being harrassed 
and annoyed because it persisted in so 
doing.’ 

“It is not likely that the withdrawal of 
the agent from Brookings was due to the 
decision of the Supreme Court in the At- 
lanta case and was an interpretation of 
that decision as condemning such action. 


THE ATLANTA CASE 


“The decision of Judge Evans in the 
(Please turn to page 271) 





Outlook for the New Congress 


Washington, December 2. 

HE assembling of a new Congress 

or rather of the old Congress in 

new session has hardly thrown very 
much light on the banking situation. This 
is contrary to what had been expected, in- 
asmuch as there had been a prevailing be- 
lief that President Harding as soon as 
the election was over, would take some 
important action on pending matters and 
would promptly appoint members of the 
Federal Reserve Board. He has not taken 
any such action and the doubt that was 
felt seems to be about as great today as 
it was before the election. 


Appointments to Board 

Careful inquiry shows that there is the 
same doubt about the personnel of the 
appointments to the Federal Reserve 
Board that has existed for months past. 
There are still various public officials who 
assert a positive belief in the probable re- 
appointment of Governor Harding and 
there are constant reports (usually origi- 
nating in legislative circles) to the effect 
that the President is not inclined to 
appoint the former Governor. On the 
whole, the reports circulated last summer 
to the effect that the Comptroller of the 
Currency was likely to be favorably con- 
sidered for the Governorship of the Board 
are still given considerable credence, and 
there are various advocates of the ap- 
pointment of Mr. Eugene Meyer as Comp- 
troller of the Currency, these two appoint- 
ments being regarded as likely to receive 
244 


the favor of the farm bloc. It is con- 
ceded that there is little probability of 
much longer delay, as the Federal Reserve 
Board is in a crippled condition, without 
its full complement of members, while 
there is a natural anxiety in all quarters 
to get the question of personnel definitely 
settled at as early a date as possible. 


Programme of Legislation 

Even more interest attaches to the pros- 
pective programme of legislation which is 
likely to be enacted during the present 
session. This is now believed likely to 
include a rural credits bill, legislation on 
branch banking, and some measure relat- 
ing to the par collection of checks. Sev- 
eral new rural credits bills have been 
introduced, but all have serious elements 
of danger, and there is grave doubt in 
many quarters whether they should be 
enacted or not, even in a modified form. 
As for branch banking, the controversy 
on that subject is perennial, and there 
would seem to be no prospect of anything 
more than legislation prohibiting the es- 
tablishment of branches. On the other 
hand, the par collection question has two 
sides, both of which have enlisted strong 
advocacy. The smaller banks of the 
country, however, appear to be largely in 
favor of a modification of par collection 
which would permit them to charge a 
fixed fee, say one tenth of one per cent 
or more, and they are likely to carry the 
day, should any such programme actually 
be brought before Congress. The plan 
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of opponents will undoubtedly be that of 
resisting anything that looks towards the 
furthering of legislation in the hope that 
they may be able to kill it for the short 
session. 
Character of New Congress 

The make-up of the new Congress 
which comes into office after March 4 has 
been very carefully scanned by Adminis- 
tration men, and they have come to the 
conclusion that the personnel is almost 
hopelessly “radical.” In their opinion, the 
first session of that Congress will be char- 
acterized by many extreme proposals, and 
among these will undoubtedly be several 
relating to banking. For this reason they 
apparently are inclined to lean toward un- 
dertaking legislation at the present time 
because of the belief that such legislation 
might be a good deal more conservative 
than any that would be introduced after 
the new Congress has come into authority. 
This is probably an erroneous idea, inas- 
much as the radical elements in the new 
Congress will propose their plans for leg- 
islation, according to current and weli- 
founded expectation, no matter what may 
be done in a preliminary way by this 
present Congress. There is a definite de- 
termination to make the banking question 
a center of controversy, and if practicable, 
to secure modifications of the Federal 
Reserve Act which will greatly alter the 
existing systems. Rural credit plans as 
now proposed would themselves do that, 
but in addition there are indications of an 
attempt to change the character of the 
directorates of Federal Reserve banks and 
otherwise to introduce sweeping changes 
into existing conditions. 
An Important Supreme Court Decision 

One of the most important Supreme 
Court decisions: handed down for a good 
while was rendered on Monday, November 
20, in the case of People’s National Bank 
of Kingfisher versus Board of Equaliza- 
tion. In this case the bank had invested 
a certain sum representing part of its 
capital, surplus, and undivided profit, in 
Liberty Bonds, as well as several thou- 
sand dollars in State securities, guaranteed 
free from the levy of taxes. The County 
Assessors listed the Liberty bonds as the 
personal property of the bank and refused 
to deduct from the capital, surplus and 
undivided profits, upon which state taxes 
were assessed, the amount invested in tax 
exempt securities. This case was carried 
to the Supreme Court of Oklahoma, the 
bank contending that the assessors had 
violated the Constitution in refusing to 
permit the deductions referred to. The 
Oklahoma Supreme Court had, however, 
upheld the action of the local officials and 
the bank in appealing charged that the 
State Court had erred in holding that the 








assessment of the shares of stock against 
the bank was not the taxing of such tax 
exempt securities. The Supreme Court 
in its opinion did not discuss the issues 
involved in the taxation of tax free securi- 
ties, but only the legality and levy of taxes 
against a part of the bank’s capital in- 
vested in the form of tax exempt Federal 
securities. That the State had the right 
to impose such taxation was upheld by 
the Supreme Court. 
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Trend of Money, Prices and Credit 


Significant Changes in the Investment Situation 


tumn demand for funds to carry and 
market the crops and for other allied pur- 
poses has tended to bring a greater strain 
to bear upon the reserve institutions, but 
this is merely the overflow, so to speak, 
of a demand which at first made itself 
felt among the commercial banks them- 
selves. Apparently this movement has 
reached or passed its climax, so far as 
seasonal demands are concerned. 


Borrowing Power of Business 


The situation in the short-term credit 
market thus revealed has as usual had 
its more or less close parallel in the long- 
term credit field. The downward move- 
ment of bond prices has continued a re- 
action during the past month, two points 
or more being shown by bond indexes. 
The index of commercial credit here- 
with diagrammed shows a slight continu- 
ance of the movement toward higher 
costs, illustrated in the previous trends 
as depicted from month to month by cur- 
rent figures. It may be expected that, 


19 ‘20 ‘2i ‘22 ‘14 


——_ —_~_ 
rrr ee 


from this time on for some wecks cer- 
tainly, there will be a decreasing supply 
of funds available for long-term credit 
purposes. The “dumping” of bonds which 
resulted from sales made by banks and 
corporations which were influenced to 
that course of policy by increasing costs 
of money, has probably reached its limit 
for the present and the result should be 
a greater degree of stability. But there 
is nothing in this situation to afford 
ground for the belief that a lower level 
of cost of long-term or investment funds 
will be realized in the immediate future; 
on the contrary, the tendency is likely to 
be towards slightly higher levels of cur- 
rent expense with corresponding reduc- 
tions of capitalized values as quoted. 


Course of Prices 


This situation makes the course of 
prices a matter of peculiar interest from 
the money standpoint. As is well known, 
a continuation of the upward movement 

(Please turn to page 263) 
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The Banking Situation 


WEEKLY CHANGES IN 


6 U.S SECURITIES 
> DISCOUNTS SECURED BY 
U.S. GOVERNMENT OBUIGA’ 


TIONS, 
@ TOTAL DISCOUNTS 
® TOTAL EARNING ASSETS 
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PRINCIPAL ASSETS AND LIABILITIES 
FEDERAL RESERVE BANKS 


REPORTING MEMBER BANKS 
















FEDERAL RESERVE BANKS 
(In millions of dollars.) 








Federal 

Bills Govern- reserve notes 

Cash discounted, ment Total in actual 

Date reserves total securities deposits circulation 
Get, Circocs 186.0 404.0 508.2 1,856.7 2,221.0 
Sept. pee 3,197.0 389.1 489.0 1,872.4 2,213.0 
Sept. 20...... 189.4 423.8 439.1 1,850.6 2,218.4 
Sept. 27...... 3,203.5 420.8 451.5 1,840.0 2,243.3 
.—lUc€e 213.0 434.1 83.3 1,877.6 2,274.6 
eR, Bloc woces 3,210.0 524.7 474.5 1,922.2 2,320.1 
Se Mikcccese 3,214.1 511.0 446.9 1,956.1 2,315.4 
Ce, Gibocccce 3,211.9 479.3 408.6 1,841.7 2,298.5 
_- Maseces .211.9 587.7 360.3 1,914.2 2,309.2 
a, incest 3,211.2 640.4 346.5 1,862.6 2,340.0 
ah Micacess 3,204.7 652.8 325.7 1,939.5 2,321.2 
Nov. 22...... 3,218.6 614.1 295.1 1,889.9 2,299.3 


REPORTING MEMBER BANKS 
(In millions of dollars.) 
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NDICATIONS in the Federal ke- 
| serve system now ‘point to the belief 

that while the general demand or 
commercial funds throughout the coun- 
try is steadily on the upgrade, there is 
a reaction from the peak of seasonal (e- 
mand which had previously been reached. 
The reserve banks show from week to 
week some fluctuations in their port- 
folio of commercial bills but on the whole 
the indications are that funds are now 
moving back from the agricultural re- 
gions. 


Member Banks Feel Demand 


On the other hand, the time has now 
evidently come when commercial demand 
is likely to make itself fully felt at the 
banks in general. There is a high level 
of business in many parts of the coin- 
try, and even in those in which reaction 
has occurred, such reaction is thus ‘ar 
slight and in some respects makes it the 
more necessary to get bank accommoia- 
tion in order to provide for carrying the 
necessities of the borrowing community. 
All this points to further increase in the 
loans of the member banks of the sys- 
tem, and to increasing dependence on the 
part of the community on the part of 
bankers generally. Nevertheless, it would 
seem tltat the upward movement is still 
moderate, and that the extent of depen- 
dence upon borrowed funds is far from 
being excessive. The transference of a 
considerable part of the increasing de- 
mand to the Federal reserve banks them- 
selves is the natural outgrowth of the 
condition in which some member banks 
still find themselves; with a certain 
amount of their resources more or less 
tied up in advances which they cannot 
easily liquidate without inconvenience to 
customers. 

(Please turn to page 260) 


BANKING INDICATORS 

Discount rate at Federal Reserve 
SPSS are pare erer es 4-444, % 
Commercial Paper in New York Market 
Re eer Pee eee 4y,-5 
Reserve Percentage Fed. Reserve System 


St El mbnnndhiaiumanabidakmemeiaen 704 
Reserve Notes Outstanding 
DME ict piu udikedinte $2,366,000,000 
Bank Rediscounts (with F. R. Banks) 
*., aaa ee $334,816,000 
Sterling Exchange Index Federal Reserve 
Ea elec 91.20% 
Net Gold Impts. Oct. .......... $3,300,000 
Commercial Paper Rate London (bankers 
three months bills) Nov. 3....... 27/16 


Wholesale Price Index (London Econo- 


ED SORES wa sinncesncseenenes 1938 
Reserve Percentage Bank of England, 
MEkiaaie anes ieneeeeae 18.90 


Nov. 30 





* November figure not yet obtainable. 
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Industrial Securities 


KEEP YOUR FUNDS IN LIQUID CONDITION 


S.ibscribers Who Have Followed Our Advice to Sell Stocks Should Be in No 
Hurry to Reinvest 


In answer to my letter, written about the middle of October, you advised me to sell out 


ce ones 


od bonds?—H. T. N., Hammond, Ind. 


my stock holdings, including the railroad stocks. 
lustrial issues but held my rails as I did not see why these should decline. 
y started to weaken I sold these out also. 
sh on hand and am not sure just what is the best way to employ it at the present time. Would 
u advise the purchase of some very sound investment stocks now that they are lower or some 


I followed this advice at once on my 
However, when 
As a result I have a considerable amount of 


It is our opinion that conditions in the market are not favorable toward purchas- 


g securities and that the very best thing you can hold is cash. 
declining market is reached is the time when the real bargains are to be found. Un- 
rtunately, at such times the general public is seldom in a position to take advantage 
these bargains as their money is already tied up in securities at much higher price 


vels and they therfore cannot buy. 
ir subscribers avoid. 
le to buy when the buying time comes. 


When the end of 


This condition we are trying to have 


We want them to be long of cash now, so that they will be 


We do not recommend, therefore, that you 


it any of your money in stocks, not even the strongest, for in a ‘declining market the 
od securities go down. as well as the bad. Good bonds may also weaken somewhat 


and we believe the better plan is to bank your money or invest it in some security, 
sich as a high-grade short-time notes or United States Treasury certificates that can 


be sold at any time without loss. 


What you will lose in interest by this method will, 
, our opinion, be inconsequential in comparison with the benefits to be derived by 


eeping your funds in a strictly liquid condition. 


AMERICAN HIDE & LEATHER 
Should Build Up Working Capital 


As a holder of American Hide € Leather 
preferred stock I should like your opinion of 
the outlook for dividend payments and 
whether you consider it a good stock to hold 
jor the long pull? I also have a small amount 
of the common.—T, L. L., Frostburg, Md, 


American Hide & Leather reported a 
ficit of nearly 8 millions in the eighteen 
onths ended December 1, 1921, which 
as largely caused by depreciation in in- 
‘ntory. As a result of this heavy loss, 
e working capital of the company has 
en very much reduced being at the 
esent time around 6 millions, as com- 
ired with more than double this amount 
‘fore the large losses were sustained. 
Vhile it is true that the corner has been 
irned this year, earnings have not been 
‘ry large, the ninemonths ended Septem- 
er 30, showing only $1.85 a share earned 
cn the preferred stock. There is a fair 
;ossibility that in 1923 the 7% dividend, 
) which the preferred stock is entitled, 
ill be earned but this does not mean 
that anything will be paid out on the pre- 
ferred stock as the company can well 
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afford for some time to come to use all 
surplus earnings in building up its de- 
pleted working capital. 
ultimately work out fairly well but it 
looks like a long wait to us and we 
edvise’ you to sell it, 
tiuch more attractive opportunitics will 
Le available later on. 


jor DECEMBER 9, 1922 


The stock may 


for we feel that 


As there are 125% 


back dividends due on the preferred 
stock, the outlook for the common stock 
is very poor and we advise its sale. 





B. F. GOODRICH 
Keen Competition in Tire Industry 


I will appreciate a brief review of the sit- 
uation in regard to B. F. Goodrich Co. I hold 


200 shares of the common stock at higher 
prices.—H. B. J., Kewanee, Iii, 
B. F. Goodrich & Co. in 1921 had se- 


vere inventory losses to accept, and as a 
result, reported a deficit after payment 
of dividends for the year, of $22,511,972. 
In 1920, the deficit after dividends, was 
$3,581,753. For the first six months ended 
June 30th, of the current year, the com- 
pany just succeeded in covering its pre- 
ferred dividend requirements. The next 
six months are expected to be better. The 
trouble with the tire industry at the pres- 
ent time is that there are too many com- 
panies in the field and this results in very 
keen competition. Goodrich should be 
able to hold its own, but this competition 
and price cutting, prevents the making 
of large profits. At the present time, it 
is rather anticipated that a better show- 
ing will be made in 1923, although noth- 
ing unusual is expected. The common 
stock, of which there is 601,400 shares 
outstanding, of no par value, is undoubt- 
edly -still a long way from dividends and 
we do not believe it advisable to continue! 
holding it. 


AMERICAN RADIATOR 
Sale Advised 


Please let me have a little information in 
regard to American Radiator. I have a good 
profit in the stock. Would you dispose of it 
at this timef—A,. F. H., Erie, Pa. 

American Radiator Company has had 
a profitable year and recently declared 
an extra dividend of 50%, payable in 
common stock December 30th, to stock- 
holders of record December 15th. The 
company at present has outstanding $3.,- 
000,000 7% cumulative preferred and 
$13,806,225 common stock, the latter hav- 
ing a par value of $25 per share and on 
which quarterly dividends are being raid 
at the rate of $4 per share per annum 
The company is ably managed and in 
good financial condition, but we consider 
that the price has discounted the im- 
proved situation. We anticipate a reces- 
sion in building activities which should 
affect the earnings of the company in the 
future and, in view of the high price of 
the stock, it is our opinion that sales at 
present levels will result in opportunity 
later on, if desired, to replace holdings 
to better advantage. 





AMERICAN AGRICULTURAL 
CHEMICAL 


Long-Pull Possibilities 


A few years ago I purchased 100 shares 
of American Agricultural Chemical preferred 
stock. It had been recommended to me us 
a conservative preferred stock investment. I 
still hold it and would like to have your opin- 
fon as to whether it has a good chance of 
ultimately coming back. I can afford to hold 
it without income for a year or two if nec- 
essary.—H. J. M., Sussez, N. J 

American Agricultural Chemical is one 
of the largest manufacturers of fertilizer 
in the world. It suffered heavily during 
the deflation period as a result of agri- 
cultural depression and ravages of the 
boll weevill. Farmers, especially in the 
South, were unable to meet obligations 
and accounts outstanding reached almost 
$45,000,000. For the year ended June 
th, 1921, a deficit of $11,168,442 was re- 
ported after deducting heavy write-offs 
for inventory adjustments and reserves 
against bad accounts. For the year ended 
June 30th, 1922, there was considerable 
improvement, the deficit being $1,124,071. 
The balance sheet as of June 30th, 1922 
shows an improvement, notes payable be- 
ing only $4,860,000 as against $15,522,000 
a year ago. The company is now in a 
good position to handle: return to nor- 
mal in agricultural districts. With the 


247 













continued good prices for cotton 
and sugar and further improve- 
ment in farmers’ finances, the com- 
pany should be able to show rea- 
sonable profits in the current fiscal year. 
Previous to 1921 the company had an ex- 
cellent record showing a consistent earn- 
ing power over a long period of years. 
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Of course, the company can well afford 

to use surplus profits for some little time 

to further strengthen its financial condi- 
(Please turn to page 258) 
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Mining Securities 


UTAH COPPER 
Large Profits Not Anticipated 


Utah Copper, some of which stock I hold, 
is only paying $2, and this gives me a very 
slim return on my investment. I hear, how- 
ever, @ good deal of talk of improvement in 
the copper industry, and it may be that Utah 
Copper will benefit sufficiently to make it a 
desirable investment to hold. What is your 
opinion?—A, B. G., Pueblo, Colo. 


It is true that there has been a great 
deal of optimistic talk about the copper 
industry but we feel that a large part of 
it is unfounded. Copper-mining com- 
panies have always depended to a large 
extent on foreign demand to dispose of 
the metal and with the foreign situation 
so unfavorable this demand is not in our 
opinion going to be of very large propor- 
tions for some time to come. Another 
unfavorable factor is the increased pro- 
duction of the low-cost South American 
copper properties which naturally tends 
to keep the price of the metal down. 
Great difficulties are being experienced by 
American producers in obtaining an ade- 
quate supply of labor and high wages 
are being paid. For a low-cost producer, 
such as Utah, profits can be made but 
they are not likely to be of large propor- 
tions. For the quarter ended June 30, 
1922, Utah earned 43 cents a share on its 
stock. Earnings for the quarter ended 
September 30, 1922, were around $1 a 
share. As the company is in very strong 
financial condition the current rate of 
dividends may be continued. But as a 
stock paying only $2 a share dividends, 
the stock at 60 seems too high. 





AMERICAN SMELTING 
Six Months’ Earnings 


By averaging in American Smelting ¢ Re- 
fining common stock I now hold 150 shares 
at about 50. While the stock has advanced 
this year, no dividend has been declared, and 
I would greatly appreciate your opinion as to 
whether it is best to continue to wait for divi- 
dend payments or sell out and take the small 
profit that remains,—H. T. M., Auburn, Me. 


American Smelting has shown some 
improvement in earnings in the current 
year. For the six months ended June 30, 
1922, there was a small deficit after pay- 
ment of the preferred dividend. In the 
year 1921 $3.18 was earned on the pre- 
ferred which pays $7. The last six months 
of 1922, however, are expected to show 
considerable improvement in earnings 
for the advance in the price of zinc and 
lead have been favorable developments. 
The company is in strong financial con- 
dition with net current assets in excess 
of 46 millions. It is anticipated that for 
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the full year 1922 a substantial balance 
will be shown for the common stock. It 
would appear that under these circum- 
stances the directors are justified in plac- 
ing the common on a dividend basis. The 
outlook appears to be fairly encouraging 
for 1923. At present price of 53, how- 
ever, we feel that the resumption of divi- 
dend payments has been fairly well dis- 
counted and, as market conditions are 
unfavorable, deem it advisable for you 
to dispose of your holdings. 





NIPISSING MINES 
Life of Mine Uncertain 


For many years I have held 100 shares of 
Nipissing Mines, and, taking into account the 
dividends I have received, the present price of 
the stock shows me a good profit. Would you 
advise continuing to hold the stock, as I have 
heard reports that the mine is becoming ez- 
hausted?—S. D. T., Boston, Mass. 


There are many reasons for believing 
that the rich ore body on which Nipissing 
Mines has been operating for years with 
substantial profits, is commencing to be- 
come exhausted. For example, produc- 
tion value for the year 1918 was $4,040,- 
446; in 1919, $3,752,084; in 1920, $2,503,- 
224; in 1921, $1,869,566. Production value 
‘this year is running at about the same 
rate as in 1921. Another indication of 
the probable early exhaustion of the mine 
is the efforts of the management to lo- 
cate other properties. In 1919 a system- 
atic campaign was carried on to find 
other producing properties in Canada 
and the United States. An option was 
taken on the Tucker-Walsh group in the 
Larder District but was not exercised. 
The company also obtained an option on 
the Ophir Cobalt Mines Ltd., but there 
have been no interesting developments 
here. Under these circumstances we 
should say that the outlook for the com- 
pany is not particularly encouraging al- 
though at present prices of around 5% 
a share the stock is not selling unduly 
high as the company has net liquid assets 








equal to $3 a share and will prob- 
ably be able to take fair profits out 
of its present property for a few 
years more. 


RAY CONSOLIDATED 
Only Small Profits in Sight 


I am holding 200 shares of Ray Consol'- 
dated Copper stock and am considering dispo: - 
ing of it, as it pays no dividends. Before dv- 
ing 80, however, I thought I would drop you 
a line and get your valued opinion as to the 
outlook for the company and possibilities of 
dividend payments.—V. 8., Chicago, Tu. 

We believe that it would be a good idea 
for you to dispose of your Ray Consoli- 
dated stock as the outlook for the com- 
pany does not appear very promising to 
us. During most of 1921 the mine was 
shut down and operations for the year 
resulted in a loss of 1.6 millions. Opera- 
tions were resumed in March of this year 
and for the three months ended June 30, 
there was a deficit of $247,867. Averag 
cost of producing copper in this quarte 
was 18.03 cents per pound, but of course 
a considerable amount of extraordinar 
expense was incurred in connection with 
resumption of operations. However, Ra 
Consolidated is not a particularly low- 
cost producer and, with European de 
mand for copper likely to be subnorma! 
for some time to come and ~ large pri 
duction of copper coming from the low 
cost South American copper producers 
we do not feel that copper will advanc 
to a level high enough to enable Ray Con 
solidated to make a really good showing 





HECLA MINING 
Earnings Improving 

Please let me have a report on Hecla Min 
ing.—C. M., Syracuse, N. Y 

Hecla Mining Company’s capitalizatior 
consists of 1,000,000 shares of stock of ; 
par value of 25c a share. Production i 
1921 amounted to 39,137,894 pounds o! 
lead and 1,060,139 ounces of silver. Afte 
deducting $124,965 for depreciation and 
depletion, net profits for the year totaled 
$641,594, equal to 64c a share. The sharp 
advance in the price of lead this year is 
of course, a very favorable development 
for the company. The present price of 
approximately 7c for lead is an increase 
of more than 50% over the average price 
of 4%4c received by Hecla Mining Co. for 
its output in 1921. On the basis of pres- 
ent prices for its 1921 lead production 
the company’s profits would have beer 
increased approximately $900,000, or 9X 
a share. At the present time, therefore 





supplied for $25. 
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SPECIAL REPORT DEPARTMENT | 


E have had so many requests for special reports on lists of securities and for 

complete analytical reports on individual stocks and bonds that we have 

organized a Special Report Department to handle this work. Charges will vary 
with the amount of research work necessary but in all cases estimates will be submitted. 
A complete report on any stock or bond listed on the New York Stock Exchange will be 
In analyzing lists of securities definite recommendations are made 
and desirable switches suggested. This new service does not in any way interfere with 
the present free service supplied by the Inquiry Department to subscribers which 
entitles them to a brief report om any three securities. 
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fairly conservative estimate is 
that the company’s earnings are 
inning at the rate of close to 
1.50 a share. As the company 
in excellent financial condition, with 
et liquid assets of $1,200,000, is is un- 
yubtedly in a position to pay larger divi- 
nds to stockholders than the 15c quar- 
erly dividend now being paid. 
As regards ore reserves, the company 
very well fortified, as they are in ex- 
ss of 2,000,000 tons. The company does 
t mine more than 200,000 tons on the 
werage per annum, so that this is equal 
a 10-year supply. In addition to that, 
ere is a possibility of a still larger ton- 
ge being uncovered by further develop- 
‘nt work, It is probably worth 
esent price of 9, but at the 
me time, we do not believe that the 
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stock at this level offers possibilities for 
any considerable appreciation in value, for 
it does not seem to us that Hecla is likely 
to pay more ihan $1 per share per annum 
and, for a mining stock such as this, the 
price of 9 would seem high enough for 
a $1 dividend rate. We feel that the gen- 
eral trend of the stock market is down- 
ward, and while a mining stock such as 
this will probably not be much affected, 
we feel it would be a wise move on your 
part to accept your profit and keep your 
funds in liquid condition so that you will 
be in a position to take advantage of 
lower levels, which we expect will be 
seen. 
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New Security Offerings 


INSURANCE EXCH. BLDG. 6s 
R:al Estate Bond 


| will appreciate your opinion of the Insur- 
¢ Exchange Building ist mortgage 6% 
ids that are being offered by 8. W. Straus 
Co.—G. K. H., Troy, N. Y. 

Insurance Exchange Building $3,000,000 
t mortgage 6s are secured by a direct 
sed first mortgage on the block 
unded by Milk, Broad, Central and 
dia streets, Boston, Mass., and the In- 
rance Exchange Building, which will 
» 11 stories high, of steel frame con- 
truction. The building will be erected at 
ice and its completion, free and clear of 
| prior liens, is unconditionally guaran- 
d to the bond holders by S. W. Straus 
Co., Inc. Fifty-three per cent of the 
ntable area has already been leased, 
ym the plans, to tenants in the insur- 
ance business, including many of the 
leading companies. Based on the leases 
already signed, the net rental income of 
the building is estimated at $367,000, over 
twice interest requirements. The value 
of the land and building is appraised at 
$4,200,000. At the offered price of par to 
yield 6%, this bond makes a desirable in- 
vestment. 
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NEVADA-CALIFORNIA 
ELECTRIC 6s 


Yield 6.15% 


Tow do you regard Nevada-California Elec- 
> Corporation 6% bonds recently offered at 
- “to yield 6.15%?—L. A. B., Springfield, 
lise, 


on 


Nevada-California Electric Corpora- 
n First Lien 6s, Series B, due 1950, are 
art of an authorized issue of $15,000,000, 
! which there will be outstanding pres- 
ntly $2,600,000. These bonds, together 
h Series A, are secured by pledge of 
1,156,000 6% bonds of subsidiary com- 
anies, of which $5,678,000 are direct first 
nortgage bonds, and 99% of their capital 
ck. The plants of the subsidiary com- 
panies have a present installed generating 
Capacity of 77,630 horsepower. Earnings 
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applicable to interest charges for the year 
ended August 31, 1922, were equal to 
nearly twice the interest charges, includ- 
ing the present issue. Replacement value 
of the properties as of August 31, 1922, 
is stated as $25,195,726. Which compares 
with a total bonded debt, including the 
present issue, of $16,092,700. We regard 
the bond as a good public utility invest- 
ment. 


ERIE EQUIPMENT TRUST 
Series “HH” 


I have noticed the comments in THE MaGa- 
ZINE OF WALL STREET that a good type of in- 
vestment under present condition are short 


term securities and would like to have your 
opinion of the Erie Equipments Trust certifi- 
cates recently offered, as these have some 
early maturities.—G. C. N., Philadelphia, Pa. 


Erie Railroad $2,800,000 Equipment 
Trust Certificates, Series “HH,” were 
issued in part payment for standard rail- 
way equipment, consisting of 40 new 
Mikado type locomotives and 20 new 
Pacific type locomotives, to be constructed 
at a cost of $3,821,000. The equipment is 
to be leased to the Erie at a rental suffi- 
cient to pay these certificates and dividend 
warrants as they come due. They ma- 
ture in equal instalments from May 15, 
1923, to November 15, 1937. The yields 
are as follows: May 15, 1923 maturity, 
4.75%; November ~ maturity, 5%; 1924 
maturities, 5.25%; 1925 maturities, 5.40% 
1926 maturities, com: 1927-1933 maturi- 
ties, 5.60%; 1934-1937 maturities, 5.50% 
These Equipment Trust Certificates are a 
high-grade investment and suitable for 
your purpose. 


ENGLAND, WALTON & CO. 6s 
Another Bond Suggested 


As I am contemplating the investment of 
$1,000 in a bond of England, Walton € Co., 
Inc., I thought I would first get your opinion 
of the bond and whether or not you have in 
mind some other bond that is more attrac- 
tive.—A. T. H., Germantown, Pa, 


England, Walton & Co. $1,500,000 Ist 
mortgage 63, due 1942, are secured by « 


os 


first mortgage on all the fixed 
assets of the company now owned 
or hereafter acquired. Company 
is the largest tanner of oak 
belting butts for the manufacture of 
power transmission, belting and the 
largest producer of high-grade oak tan- 
ned sole leather. The company has a 
good earning record over a long period 
of years, but in 1920 and 1921 operated at 
a loss because of depreciation of inven- 
tory. Current operations are stated to be 
profitable. In the ten years, 1912-1921 
inclusive, net earnings applicable to bond 
interest averaged seven times require- 
ments. Total net assets of the company 
are stated to be $3,951 for each $1,000 
bond and net quick assets amount to 
26 for each $1,000 bond. While this 
is a well secured issue, we consider that 
Computing-Tabulating-Recording 6s, due 
1941, selling on the New York Stock Ex- 
change at 9714, to yield 6.23%, are a more 
attractive investment opportunity. 





TIDE WATER POWER 
DEBENTURES 
Purchase Not Advised 


Tide Water Power Co. debenture bonds are 
being offered at a price to yield 7.3%. I will 
appreciate your opinion as to the desirability 
of making an investment in this issue.— 
F. T. £., Pittsburgh, Pa. 

Tide Water Power $1,500,000 7% de- 
bentures, due 1937, are a direct obligation 
of the company, but not secured by mort- 
gage. The company does all the electric 
light and power, gas and electric railway 
business in Wilmi.gton, Nurth Carolina. 
For the year ended June 30, 1922, consoli- 
dated net earnings were $612,435, as com- 
pared with interest requirements, includ- 
ing this issue of $315,000. The value of 
the properties of the company and. its 
subsidiary, as reported by Sanderson & 
Porter, Engineers, is in excess of the 
funded debt, including this issue. This 
is a speculative bond and in view of pres- 
ent unfavorable conditions surrounding 
the market for speculative securities gen- 
erally, we would not advise a purchase 
at this time. 


SIOUX CITY GAS & ELECTRIC 6s 


Yield 6.05% 

Your opinion » | Siouz City Gas & Electric 
6% bdbonds will be appreciated.—D. EK., 8&t. 
Louis, Mo. 

Sioux City Gas & Electric Co. $3,500,- 
000 Ist mortgage 6% bonds, Series “A,” 
due 1947, are secured by an absolute first 
mortgage on all of the property of the 
company, the value of which, as recently 
determined by examining engineers, is 
largely in excess of the total bonded debt. 
The company has obtained a new fran- 
chise covering both gas and electric ser- 
vice for a term of 25 years. For the 12 
months ended August 31, 1922, net earn- 
ings were $559,451, as against interest 
requirements on the first mortgage bonds, 
including present issue, of $270,000. At 
the offered price of 9914, to yield 6.05%, 
we regard these bonds as a good invest- 
ment. 
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The Turn in the Sugar Industry 


Recent Developments Favorable to Sugar 
Producers—Where the Refiners Stand 


weeks, has manifested a very con- 

siderable degree’ of strength, both 
raw and refined grades returning to the 
year’s highest levels. The tariff, while a 
factor in the raw sugar situation, cannot 
be ascribed as the moving influence in the 
upturn that has taken place from the 
reaction of some weeks back, since the 
added duty is but a small percentage of 
current selling prices. As for the refined 
article, the strong tone of the crude prod- 
uct is undoubtedly responsible for the 
higher basis on which the refined market 
has been established. 

A significant fact in the present situa- 
tion is to be noted in the uniformity with 
which leading refiners have advanced 
prices to the 7.10 cent level. The present 
market position is thus in striking con- 
trast with that attained when sugar 
reached its first top price, some months 
ago, when the peak price was named by an 
individual interest. 

Comparing the existing position of the 
sugar industry with conditions prevailing 
at this time last year, the contrast is even 
more interesting. Then the industry was 
facing a crisis precipitated by the excesses 
committed during the preceding boom, 
stocks were at a high level which threat- 
ened the market’s stability, prices for Cu- 
ban raws had dropped to ruinous depths 
and the financial position of many sugar 


(ign sugar market, in the past few 


companies, both refiners and producers, 
was rendered precarious. 


A marked expansion in world consump- 
tion of sugar took place during the cur- 
rent year, reversing the entire position of 
the industry. The burdensome surplus of 
last year was reduced to a point closely 
approaching a shortage, the visible supply 
of approximately 1.2 million tons in Cuba 
having all but disappeared in spite of a 
new high record output from that coun- 
try’s plantations in the past season, and 
prices have steadily recovered. 

The gain in consumption is largely due 
to the increasing use of sugar in the 
United States, per capita consumption in 
this country at a rate of 120 pounds dur- 
ing the first half of 1922 comparing with 
97.8 pounds in 1921. With the prohibition 
of alcoholic beverages, there has has been 
a noticeable increase in the use of candy 
and confections, and, at the same time, 
sugar has been called into greater demand 
as a preservative, these being causes to 
which the growth in consumption may be 
chiefly ascribed. In this connection, it is 
interesting to note that, were world de- 
mand to expand to a point matching per 
capita consumption in the United States, 
production would fall short of meeting 
this demand by almost 300%. 

As the situation now stands, there is no 
reason to look for any falling off in the 





prevailing demand for sugar from all 
quarters, and a generally advanced price 
level appears in prospect in coming months 
as a result of the exceedingly strong 
Statistical position of the commodity 
While an advance of too generous propor- 
tions would undoubtedly result in some 
restriction of demand, there is nothing t 
indicate such a contingency at the moment 

Cuba, now the largest producing coun 
try, had less than 300,000 tons of suga 
left over from the season just closed, an: 
it is probable that the carry-over nex 
year will be negligible, even though pro 
duction is still further augmented in th: 
coming year. Stocks in distributive chan 
nels, although larger than they were 
year ago, are by no means likely to be 
come burdensome. 

In the light of these conditions, th 
outlook for sugar producing companie 
seems to justify optimism. Deficits re 
ported from this season’s operations were 
due to the fact that the rise occurred -too 
late to yield the best results for producer: 
With indications of very satisfactor 
prices for next season, it is evident that 
these companies should be operating prof- 
itably. Refiners are not so highly favored, 
since higher prices for raws mean in- 
creased production costs, but, to the ex 
tent that refined sugar can be advanced, 
the refineries should improve their po- 
sition. 
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STEEL 





Production Highest in Two Years 


The outstanding development in the 
teel industry in the past two weeks has 
een the expansion in productive activity. 
Whereas the best previous estimates had 
ndicated 70% as a reasonable expectation 
or the rate of operations over the last 
hree months of the year, steel mills have 
ucceeded in attaining a figure closely ap- 
roaching 80% oi capacity in spite of 
perating difficulties still besetting the 
ndustry. 

While steel producers have thus set a 
nark to be envied by many industries in 
ther lines of production, it is clear that 
he gain in this respect is being accom- 
lished at the expense of obligations 
ilready on the unfilled order books of the 
teel companies. Even so, these concerns 
vere plentifully supplied with orders dur- 
ng the recent period of active demand, 
eginning as far back as the inauguration 
f the coal strike in April. As pointed 
ut in a previous review, unfilled orders 
ire sufficient to keep the steel makers 
usily engaged for the next few months 
vithout reliance on new business, and it 
s probable that the present rate of pro- 
luction will be maintained during the re- 
nainder of the year, barring unforeseen 
nterferences, such as transportation tie- 
ips. 

Current demand for steel remains quiet, 
m the whole, with no indications of an 
arly increase of interest in the market 
m the part of consumers. For one thing, 
he current need of steel is comparatively 
ight, since buyers are well supplied as a 
esult of former activity, and for another, 
he sagging tendency of prices, so much in 
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(See Footnote for Grades Used and Unit 
of Measure) 
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Steel (1)........$40.00 
Pig Iron (2).... 34.00 
Copper (3)...... 0.14 
Petroleum (4)... 3.50 
Coal (5) 5.75 

Cotton (6) 0.26% 
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(1) Open Hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (3) Electrolytic, 
c. per oom: Tok Ponuastvanta, $ per bar- 
rel; (5) Pool No. 11, $ per ton; (6) t, 
New York, c. per pound; (7) No. 2 Red, 
Chicago, $ per bushel; (8) No. 3 Yellow, 
Chicago, $ per bushel; (9) Sight, Chicago, 
$ per bushel; (10) Top, Heavies, Chicago, 
c. per lb.; (11) Rio, No. 7, Spot, c. per 
Ib.; (12 t Latex crepe, c. per Ib.; 
(13) O Delaine, unwashed, c. per Ib. ; 
(14) Medium Burleigh, Kentucky, — per 
Ib.; (15) Raw Cubas 96° Full Duty, c. per 
Ib.; (16) Refined, c. per lb.; (17) News- 
print per carload roll, c. per Ib. 
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evidence in the past few weeks, has had 
the effect of restricting demand. Pros- 
pective buyers are disposed to hold off 
wherever possible in the hope of obtaining 
better terms, and furthermore, there is no 
incentive to lay in supplies against future 
requirements in a declining market. Some 
buying for requirements in the new year 
has, however, made its appearance at 
prices unchanged from those now pre- 
vailing. 

The price question is probably the prin- 
cipal item of interest to consumers of 
steel at the present time. Despite the 
effort made by leading producers to pre- 
vent undue advances during the stringent 
period of the coal strike, quotations evi- 
dently went beyond their proper limits, as 
is indicated by the tendency to withhold 
orders at current prices. Stability has not 
yet been reached, apparently, although 
further marked recessions from prevail- 
ing levels seem unlikely, so far as average 
prices are concerned. 

Altogether, the situation in iron and 
steel has not changed materially beyond 
the fact that production at the rate men- 
tioned above is the highest reached in two 
years. 





COAL 





Situation Improved 


Production of bituminous coal has 
almost continuously increased since the 
third week in August and it now begins 
to appear that, barring any untoward 
events, industrial consumers will be as- 
sured an adequate supply for their im- 
mediate needs, with some opportunity to 
add to reserves. 

Output of bituminous, which stood at 
4.6 million tons for the week ended 
August 19, had increased to 6.7 million 
tons in the following period, and coal is 
now being mined at the rate of approxi- 
mately 11.0 million tons, according to the 
latest availaple reports. Although the 
railroad situation is still unfavorable to 
a large expansion of output, the chances 
are that improvement in this direction 
will soon begin to be felt, as the peak of 
seasonal movements of grain and other 
commodities is passed. 

Although the labor situation threatens 
to come to the front as a probable menace 
next April, the supply of workers is en- 
tirely satisfactory at the present time and 
there should be an opportunity to rebuild 
depleted reserve stocks to a moderate 
extent in the meantime. It is not to be 
inferred, however, that the actual occur- 
rence of another strike in April could be 
regarded as anything“ but a development 
involving serious consequences to indus- 
try as a whole. 

The price level, which had been steadily 
declining since the resumption of opera- 
tions in the coal fields, is beginning to 
give evidence of striking a balance, as 
consumers are displaying a greater buy- 
ing interest. Should there be an interrup- 
tion in the current supply as a result of 
difficulties on the railroads, a sharp ad- 
vance might casily take place. 








THE TREND 


STEEL—Production increased to high- 
est point of the year as operating 
difficulties become less  pro- 
nounced. New business not ex- 
pected to pick up in near future. 
Prices still soft. 


METALS—Position of copper con- 
tinues to show improvement with 
consumption in excess of produc- 
tion. Prices steady. Lead and 
zinc moving moderately upward. 


OIL—Stocks constantly 
domestic production and 
continue to outstrip 
Outlook unfavorable. 


MOTORS—Some price reductions by 
individual manufacturers. Pros- 
pects for heavy demand next 
year but competition will be 
very keen. 


CHEMICALS—Situation not greatly 
changed. Buyers still conserv- 
ative, seeking concessions, but de- 
mand shows more activity. Trend, 
on the whole, is moderately up- 
ward. 


PAPER—Consumption of newsprint 
continues heavy, prices firm. 
Other grades gaining with gen- 
erally higher level of prices in 
prospect. Industry in very good 
position. 

SUMMARY — Business developing 
greater irregularity, partly due to 
seasonal influences. Demand in many 
industries shows evidence of fatigue 
as immediate wants have been satis- 
fied. Production at high level in the 
steel and textile industries but declin- 
ing in motors and tires, while leather 
suffers from slackening pace of buy- 
ing. Compared with corresponding 
date last year, gains have been strik- 
ing. Broadly speaking, however, in- 
dustry faces a period of moderately 
favorable activity from standpoint of 
production, demand and profits in the 
next few months. Recent tendency 
toward improvement in market value 
of principal farm products mildly 
beneficial. 


increasing as 
imports 
demand. 




















Anthracite , production is being main- 
tained at a high rate, but this product is 
moving into consumption as rapidly as it 
can be supplied, and there has been prac- 
tically no addition to reserves, which are 
entirely inadequate. 

Coal producing companies suffered 
heavy losses as a result of the long 
period of inactivity, and, as a whole, can- 
not be expected to do more than moder- 
ately well. Distributors, on the other 
hand, would appear to be in a strong 
position. 





CHAIN STORES 











Showing Improvement 


The latest reports of the large mail 
order houses indicate an improvement in 
retail trade, sales of the two most promi- 
nent companies in this field showing an 
increase of more than 40% last month, 
compared with the preceding period. For 
the first ten months of the current year 
the showing is not so favorable, as the 
gain over the same period amounts to 
only 2.6%. This would suggest that the 
recovery has gathered greater momentum 
in more recent months. 

It is to be remembered, in connection 
with such comparisons, that 1921 was a 
very unfavorable year for the mail order 

(Please turn to page 282) 
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* Stock Values and Inheritance Taxes 


—Part Two— 


Advantage of Listed Over Unlisted Securi- 
ties in Determining Value for Tax Purposes 


By CHARLES B. COUCHMAN, C.P.A. 


N valuing capital stock for inheri- 

tance tax purposes it is well to con- 

sider the causes underlying market 
prices for stock. 

Few people have ever glanced at the 
stock-market quotations without wonder- 
ing some time or other why the markct 
price of a particular stock is what it is. 
Does this price measure the actual worth 
of the assets of the corporation repre- 
sented by the stock? Or is there some 
royal potentate of the stock exchange 
who decrees the price? Is this price and 
its fluctuations the result of some whim 
of the investment world, or is it the logi- 
cal result of certain laws? It would seem 
that if a man knew these laws he might 
foresee every change of the market, and 
verily there be many men who would ex- 
change even all that they possess for this 
secret. 

However, even though the fluctuation 
in the market price of a particular stock 
seems to be erratic and illogical, a care- 
ful analysis of the changes in the mar- 
ket price of a stock indicates that in gen- 
eral they are the inevitable results of cer- 
tain definite causes. These causes may 
be enumerated as follows: 


First : 
The book value of the stock. 


Second: 
The dividend rate. 
Third: 
The tendency of stocks in general. 
Fourth: 
The relation of particular economic move- 
ments to the business represented by the 
stock. 
Fifth 


th: 
Supply and demand. 
Sixth: 

The par value. 
Seventh: 

Anticipation and reaction. 


A knowledge of the worth of these ele- 
ments, however, does not imply the ability 
to measure their effects nor to prophesy 
successfully what will happen to a given 
stock. These various elements may be 
and usually are in conflict with each 
other, and since one cannot gauge the 
relative strength of each, one cannot 
judge whether the net result will be up 
or down nor to what extent such move- 
ment may Carry. 

After the fluctuation has taken place, 
however, one can frequently analyze it 
and determine its issues. In naming these 
seven elements no claim is made that 
they are listed in the order of their im- 
portance. Rather are they listed in what 
would seem to be the logical order of 
importance, though the market disproves 
this order daily. 


Book Value 


By the value of stock is meant the 
value as list 4 ot the books of the cor- 
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poration of the net assets belonging to 
the proprietorship. This proprietorship 
is represented by the shares of stock. It 
might be assumed, therefore, that an in- 
crease or decrease in this book value 
would have an accordingly increasing or 
decreasing effect upon the market price, 
but facts disprove this assumption. The 
intrinsic value of the stock is a minor 
consideration to the ordinary stock- 
market investor. The market price varies 
from a fractional part of the intrinsic 
value in certain stocks up to several hun- 
dred times the value of other stocks. 
Certain mining or oil stocks whose in- 
trinsic value may be only a few pennies 
per share may bring several dollars on 
the market, whereas it has some times 
been true that shares with a book value 
in excess of $100.00 have sold for $20.00 
or $30.00 or less. If the other factors 
remain constant a fluctuation in the book 
value must be very great in order to 
affect the market price at all. 

An infinitely greater effect upon the 
market price is produced by the rate 
of dividend paid upon stock. Fre- 
quently a market price of a stock had 
been kept comparatively constant by 
maintaining dividends even though there 
was a continuous shrinkage in the book 
value of the assets represented by the 
stock. It has been true at times that an 
increase in the dividend rate would re- 
sult in an increase in the market price 
even while there was an actual shrinkage 
in asset value. 

The difference between investment and 
speculation lies largely in the fact that 
the investor looks chiefly to the perma- 
nent security of the principal sum, 
whereas the speculator is chiefly con- 
cerned with the profit that may be real- 
ized at as early a date as possible. The 
one is influenced chiefly by the value of 
the assets covered by his lien, the other 
by the income to be received either in 
the form of earnings or from selling his 
purchase at a higher price. An increase 
in the dividends paid on certain stock 
raises its speculation price more rapidly 
than if the earnings represented by the 
dividend were allowed to accumulate in 
the business, thereby increasing the book 
worth of the stock. 


General Movements 


Many things, such as general market 
conditions, world trade conditions, po- 
litical upheavals, and the like, cause re- 
action in the whole speculating and in- 
vesting world, which results in a general 
raising or a general lowering of the 
whole stock market. Such -changes, of 
course, cause fluctuations in individual 
stocks which bave no bearing whatever 


upon the financial condition of the cor- 
poration represented by that stock. 

Particular sets of economic elements 
may arise which have a direct bearing 
upon the future of some particular in- 
dustry, and which will cause a tremen- 
dous increase or decrease in the demand 
for ownership in.such industries. Such, 
for instance, as the effect of the war 
upon the ammunition industry or the ef- 
fect which the announcement of a real 
economic substitute for rubber would 
have upon the rubber industry. 

Those who have knowledge of such 
effective elements before that knowledge 
is reflected in the market quotations may 
forecast quite definitely the direction of 
these effects even though they may not 
be able to measure how far up or down 
the price scale the movement will carry. 


Supply and Demand 


In the stock market, as in every other 
market, the law of supply and demand 
plays a leading part. If the demand for 
any stock is greater than the available 
supply that stock will advance in price. 
However, the converse is not necessarily 
true. That is, the demand may cease 
entirely for a particular stock and yet 
the holders of that stock may maintain 
its asked price, excepting for such shares 
as may be held by people who do not 
care to, or are not able to hold it. This 
demand for stock is, of course, depen- 
dent upon the other elements just dis- 
cussed. 

Demand may be caused largely by a 
state of mind, rather tnan any vital ne- 
cessity. Since it is dependent upon so 
many elements instead of upon the two 
basic causes of production and consump- 
tion, it is probably the least stable and 
the most difficult to analyze accurately 
of any supply and demand known to the 
business world. Any one of the causes 
mentioned above, or any combination of 
them, may over night tremendously in- 
crease the demand and at the same time 
reduce the marketable supply of a partic- 
ular stock or a whole series of stocks, 
or on the other hand the over-night re- 
sult may be of the opposite character 
and a large supply of stock may be 
thrown on the market with an entire 
elimination of the demand, save such as 
may be maintained by the stockholders’ 
effort to prevent financial disaster. 


Par Value 


There was a time when the par value 
printed on a stock certificate measured 
the value of the proprietorship contribu- 
tion which it represented. This par value 
was then the measure of its book worth, 

(Please turn to page 264) 
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Activities of the 


Investors Vigilance Committee, Inc. 


Cooperating With the Chambers of Commerce, Busi- 
ness Organizations and “The Magazine of Wall Street” 


By RALPH W. BUDD, Manager I. V. C. 


N the November llth issue of THe 
MAGAZINE OF WALL Street, the ar- 
ticle entitled “Earmarks of a Swin- 
lling Circular,” very clearly set forth the 
arious methods and sales-talk used by 
romoters of fraudulent companies in 
heir efforts to sell their stock by mail. It 
told, in a very concise way, just what to 
ook out for in the many gloriously word- 

d prophesies of future wealth that are 
eing made through the mail every day. 
circular letters such as these, of course, 
an be thrown in the waste basket, and 
10 harm done to the recipient. But—sup- 
pose the circulars and “personal” letters 
ire followed up by a visit from a sales 
epresentative of the company—or sup- 
pose the company operates only on the 
personal-call plan, instead of using the 
nails—what will you say to the salesman? 
What questions shall yo , ask him? If 
his proposition seems all right, should 
you subscribe for the stock? What to 
do in this case is entirely another matter. 

Let us for a moment imagine that we 
are being called upon at our home in the 
evening by a glib-tongued purveyor of a 
valueless security. But, you will say, how 
are we to know it is valueless at the time 
the salesman calls? Won't it be neces- 
sary to see some financial authority— 
some banker—someone who knows more 
ibout securities than we do, before we 
‘an tell the salesman “yes” or “no,” as 
the case may be? Well, you can, in many 
instances, decide right then and there 
whether the proposition is worth your 
putting your money into. Here is a little 
stunt you can try that will prove very 
onclusively to you, and perhaps to the 
alesman himself, exactly what class his 
fering is in. 

We will, therefore, imagine he has in- 
roduced himself and informed you that 
1e would like to interest you in an invest- 
nent proposition. Don’t turn him away; 
ie might have something that is really 
rood. Even if he hasn't, a good talk with 
him might prove of educational value to 
you—teach you many of the tricks of the 
rade. Don’t send your wife or your eld- 
est son to the door to tell the fellow you 
ire not at home—he’ll only call again and 
iain and proceed to make himself a 
wuisance to you. No. Invite him in. See 
what he has to say. Now, as he starts 
giving you his story of the wonderful 
proposition, take a blank piece of paper, 
lraw a line through the center from left 
to right, and let him continue with his 
tory. 

Soon he wi:. reach the point where he 
will give you a complete outline of the 
past record of the company (if it has 
any). He will tell you when and how 
for DECEMRER 9, 1922 





HE plans of the INVESTORS 
VIGILANCE COMMITTEE, 
Inc., with samples of the forms 
used, will be sent upon request to 
any Chamber of Commerce or 
other business organization in the 
United States or Canada. 

It is the duty of every citizen of 
this country to secure the co- 
operation of his local business or- 
ganization with this Committee so 
that his own community may be 
made safe for investors from 
these “vultures who are parading 
like peacocks” in their midst. 

If the mail brings you, Mr. 
Reader or your friends, a speci- 
men of promotion literature, re- 
mail it to this Committee and help 
in the “Round-Up.” 











much in dividends were or have been 
paid. When he mentions they expect to 
pay so much dividends in the future, jot 
it down below the line. He will tell you 
how much the company has earned in the 
past. Put that above the line. Then, 
how much it expects to make in the 
future. Make a note of that below the 
line. Let him continue with his story 
until he has finished, you on the meantime 
putting down all the past records or ac- 
complishments of the company above the 
line, while the promises of future divi- 
dends and profits go on the lower half of 
your paper. 

We will now imagine his story is com- 
pleted. You sum up for your own satis- 
faction from the sheet of paper you have 
before you. If everything is below the 
line, there is certainly no past record for 
us to go by. Your conclusion, then, must 
be that a company without a record can- 
not be considered an “investment.” If 
the promises as made by your caller are 
not too rabid, it may be a speculation, 
perhaps highly so; but in any case, in 
view of no past record, it is a gamble. If 
your friend has offered only a series of 
wild promises, we shall immediately look 
out for the proposition, for it smacks of 
fake or fraud. 

Now, in case our findings are mostly 
above the line, if there is a record of 
profits made in the past, a record of divi- 
dends paid over a period of time, a cash 
statement showing a balance for working 
capital, and other characteristics of a go- 
ing concern, perhaps this will size up as 
an investment; but in most cases, it will 
probably class as a speculation. 

Your caller has finished, he is waiting 
for your decision; you have summed up 
your findings. Let’s suppose the company 


has a past record. Its promises of future 
profits aren’t too wild. It looks safe and 
sane, and you believe it may be a won- 
derful chance to add to your income; 
but— on second thought, this salesman 
has been endeavoring to get subscriptions 
for his stock for several weeks past, at 
least; he can wait another day—you will 
lose nothing. Perhaps it may be better 
to consult some better qualified authority 
before you risk your money. Although 
the past record of the company looks per- 
fectly all right, there’s the possibility the 
salesman might be lying. However, it is 
better to take no chances. So you inform 
him that you are undecided—tell him to 
call again the next evening for his 
answer, 

sright and early the next morning, on 
your way to the office, or plant, you drop 
into the office of the Local Business Or- 
ganization, or perhaps your bank. You 
advise those in charge of your intention 
to risk a little money in the securities now 
being offered by Blank & Co., whose 
salesman called at your home last night. 
You would like to know what information 
your banker or local Vigilance Committee 
may have on the proposition. A copy of 
an advance Confidential Bulletin issued by 
The Investors’ Vigilance Committee, Inc., 
to its subscribing members is found on 
record and handed to you, and there—be- 
fore your very eyes—you behold the facts 
set forth straightforwardly and very 
clearly, that the past records of the pro- 
moters of this company are so and so; 
that there is no market for the stock they 
are offering; that the entire proposition 
is more than highly speculative, and that 
commitments therein are not advised! 

Sadder perhaps, but wiser, you go on 
your way, wondering if perhaps there 
might not be some mistake in that record 
you have just seen. An element of doubt 
lingers in your mind. Your friend, the 
salesman, calls that evening, and you are 
forced to tell him you have not decided 
definitely as yet. He gives you an added 
line of bunk. You take it all in—still, 

(Please turn to page 262) 


This page has been donated by Tue 
MaGAZINE OF WALL Street for the ex- 
press purpose of presenting regularly the 
work of the Investors’ Vigilance Commit- 
tee, Inc., with whom we are cooperating in 
conjunction with the Chambers of Com- 
merce and other Business Organizations 
of the Nation. 

The statements contained herein are 
not guaranteed but are based upon in- 
formation which we believe to be accu- 
rate and reliable.—Editor. 
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Livermore’s Methods Analyzed 


6.—In Which Stocks He Trades 


By RICHARD D. WYCKOFF 












Note.—What interests us in presenting this series is that Mr. Livermore, with a natural and developed genius for 
reading the tape, made his success in buying and selling securities only after he became a spec-vestor. 1 
operations are conducted just as are those of a merchant who, accurately foreseeing future demand for certain goods, 
purchases his line and patiently awaits the time when he may realize a profit. And just as legitimately, when he fore- 
sees an oversupply, he contracts to deliver in future goods which he believes will then be purchasable at lower prices. 
The outstanding value of this series is that it tells the average business man, who numbers 87% of our readers, and with 
whom both investment and spec-vestment are necessarily side lines, that one need not be a stock market genius to 
make money in securities. While few people are by nature gifted to become great operators, this series should be a 


very important contribution to stock market literature, as Mr. Livermore's metho : 
obtained, not by active trading, but by a careful study of the factors which influence the market, trade reviews, 


and analyses of corporations, all of which are found regularly in The Magazine of Wall Street. 





His principal 





ods prove that the best results may be 








E have shown in previous articles 

how Mr. Livermore does not make 

a commitment unless it promises 
to yield his minimum anticipated profit; 
also how he keeps his deck clear of stocks 
that do not move as and when he expects. 
Let us now consider the class of stocks in 
which he deals. 

It is obvious that if he is to realize at 
least a ten-point profit, he cannot devote 
attention or capital to dealing in the 
Southern Railways, Great Westerns, Gen- 
eral Motors, and other stocks which most 
of the time fluctuate over a narrow range. 
To be sure, these issues do have -ten- 
point swings, but they are generally many 
months in accomplishing such movements 
and do not afford the opportunities for 
profit that may be had in some of the 
stocks selling even in the 30’s or 40’s; but 
generally speaking, his method of operat- 
ing eliminates this class of stocks except 
under peculiarly promising conditions. 

He prefers to deal in the fast movers; 
stocks that have wide swings—the market 
leaders. These are usually the best 
stocks in the most active groups—the ones 
which will swing iastest and farthest. It 
is from these that he derives his greatest 
profits. 

I do not mean that any stock is taboo 
with him so long as he can see the possi- 
bilities of a return which is large in pro- 
portion to the amount of his risk. He has 
made considerable money in some of the 
very low priced issues, and when all is 
considered, this kind of money is very sat- 
isfactory. If a stock purchased at 10 
rises to 20, that is 100% on the money in- 
volved; whereas Mexican Petroleum 
would have to rise from 200 to 400 to 
make the cquivalent. There is a vast dif- 
ference, however, in the number of points 
traveled by a stock from 10 to 20 com- 
pared with Mexican Petroleum from 200 
to 400, and it is the large number of 
points that he is after. 

In the case of a stock selling at 10, he 
would naturally buy it outright so that 
his risk would be ten points, or whatever 
amount less than that he chooses to cut 
his loss if an adverse movement should 
set in. When trading on the long side of 
Mexican Petroleum, however, he probably 
would not carry this if he bought at 200 
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and it went several points against him, be- 
cause his indications for a rise would 
doubtless be nullified should the stock 
recede to 193 or to 190 after he had pur- 
chased it. All of this depends, of course, 
upon the character of the market and the 
action of Mexican Petroleum and other 
stocks in that group at the time. As we 
have said, each stock market picture is a 
different one and has to be judged on its 
own merits. 

Operating as he does there is no such 
increase in percentage of risk as between 
the $10 stock and the $200 one as might 
be indicated by the difference in price; but 
the real incentive in the higher priced 
stock is the large number of points, which 
means that profits run into big figures 
when a round lot of stock is purchased 
and his judgment proves correct. 

In his interview printed in this magazine 
August 19th, last, he said: “Stick to the 
strong industries and pick out the strong- 
est securities in those industries.” That 
is exactly what he does himself. When 
there is a big market for equipment 
stocks, his methods call for operations in 
a stock like Baldwin, which has a broad 
market and which he can get in and out 
of round lots without attracting any at- 
tention. American Locomotive, not so 
fast a mover, might be second choice. 
American Car & Foundry, with a thin 
market, while moving rapidly, is not ex- 
actly his kind of a stock. The reason is 
that in accumulating a line of even 2,500 
shares of this stock he would, at certain 
times, put the market up ten to fifteen 
points. And in disposing of it, he might, 
under certain market conditions, have to 
offer the stock down as many points in 
order to dispose of it, particularly if this 
had to be done in haste. Hence, out of a 
fifty-point rise in such a stock, he might 
be able to realize in the net only 20 to 30 
points, which is too small a percentage 
considering the risk involved in buying a 
stock for which the demand is mostly in 
small lots and for which there does not 
exist a big, broad market. 

While he tells me he does not care much 
for U. S. Steel common and trades in it 
comparatively seldom, it has the advan- 
tage of being the easiest stock to buy or 
sell in ordinary markets, and once in a 
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while it works into a position where 
ten-point profit is probable. This is nc 
as true of U. S. Steel now as in forme 
years. For this reason a stock lik: 
Crucible or Bethlehem is better adapte: 
to his purpose. These stocks are mucii 
more sensitive to technical market condi 
tions than U. S. Steel, while the latter i 
more of a balance-wheel to the market 
and an excellent indicator as to the gen 
eral course of prices. But in Crucible, 
Bethlehem, and others of this class amon 
the steel stocks or in othe: groups, he has 
the advantage of a big speculative interest 
in these issues so that his buying or sell 
ing can be concealed, by being scattere:! 
around through various brokerage houses 
so as not to attract attention, and he ca 
get in and out to excellent advantage. 

A stock like Studebaker is especially 
suited to him. There is a large pool an: 
a number of smaller pools working in this 
issue; it is a dividend payer, earning a lot 
of money, having extremely attractive 
market possibilities on either the long of 
the short side; it also bears a certain mys- 
tery, which factor contributes greatly to 
its speculative qualities, and it find 
favor among large professionals, floo 
traders, small traders and investors every 
where. 

Of course, he is not married to an) 
particular kind of stock, but trading i: 
round lots znd expecting quick response 
and wide swings, his selection is more cir 
cumscribed than that of the average mai 
whose trading makes little or no impres 
sion on the tape; nor is he in exactly th: 
same position as those operating what ar: 
known in Wall Street as the bankin; 
pools, whose operations are so large an 
conducted over such periods of time tha‘ 
they require a ten-point range in which t 
accumulate a line of stocks and anothe 
ten-point range for distribution. As 
rule he can succeed in getting the greate 
part of his line within a range of a few 
points unless circumstances require haste 
His operations usually being spread ove 
a number of stocks, they do not requir 
him to swing an unwieldy line of any one 
issue for his own individual account, but 
in his operations as manager of a numbe 
of stock market pools these might run into 
several hundred thousand shares. 

(Please turn to page 262) 

















To Those Executives Who 
Read This Magazine! 


You are one of forty thousand big 
business men who make up our reader- 
audience. 


If Your Concern Manufactures— 


AUTOMOBILES OR ACCESSORIES 
MOTOR TRUCKS 

OFFICE APPLIANCES 

LABOR SAVING DEVICES 
FACTORY MACHINERY 

ANY EXPENSIVE COMMODITY 





THAT 1923 ADVERTISING SCHEDULE! you cannot afford to overlook this medium. 


Consider the Immense Possibilities of the Field 
This Publication Covers! 


The average income of its readers is over $7,000.00 
per annum. «The largest income average of any 
publication in America over ten thousand in circu- 
lation. 


The largest circulation in the country of any publication 
with a subscription price over $6.00 per year. 

51% of its readers are executives of manufacturing plants. 

27% of these are presidents of Corporations. 

48% of its readers serve on Boards of Directorate. 

They serve on 34,454 Boards. 

24% of these are Directors of Banks. 

Over 9000 Bank Officials are subscribers. 

62% of its readers own their own homes. 


Over 70% are consulted in determining the purchases of 
their concerns. 


66% of its readers own one or more automobiles. 

Their firms use 44,781 trucks. 

Tire Consumption nearly 300,000 yearly. 

26% of our readers do business with foreign Countries. 


This publication not only controls a tremendous buying power, but is a unique medium for those corporations 
whose securities are listed on the Exchange. Every one of its readers is an investor, and your sales message 
reaches him at a time when he is seeking investment information. When you advertise your commodity in our 
pages you promote confidence in the securities of your company. 


We will be glad to forward our Ulustrated circulation lyat t 


@MAGAZINE 


42 Broadway New York 


MEMBER A. B. C. 
The largest proven paid circulation of any financial publication in the world. 
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Diversify Your 
Investments 


Odd Lots enable you to 
diversify your holdings 
and increase margin of 
safety. 


Our new booklet explains 
the many advantages of- 
fered by Odd Lot Trad- 
ing. 

Copy furnished on request 


Ask for M.W.-198 





John Muir & (0. 


Members New York Stock Exchange 
61 Broadway 26 Court St. 


New York Brooklyn 




















GRAHAM & MILLER 


Members New York Stock Exchange 


66 Broadway New York 


The above firm has been 
dissolved by mutual consent. 


Geoffrey Graham 
Charles H. Miller 


GRAHAM, RITCHIE & CO. 


Members New York Stock Exchange 


66 Broadway New York 
The undersigned beg to an- 
nounce the formation of a 
partnership under the above 
name to transact a general 
commission business in invest- 
ment securities. 


Geoffrey Graham 
Frederic S. Ritchie 
Alan D. Hall 


December 1, 1922 
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PRIVATE WIRES 


STOCK 








~ a ONYHOXS 


Complete statistical and 
information service main- 
tained covering 
STOCKS 
BONDS 
GRAIN 
COTTON 


Accounts carried on 
conservative margin 


Mc DONNELL & (o. 
120 BROADWAY 
NEW YORK 
Members New York Stock 
Exchange 


SAN FRANCISCO LOS ANGELES 


























FELLOWES 
DAVIS &CO. 


Established 1886 


Members 
New York Stock 
Exchange 


STOCKS AND 
BONDS 


for Investment 


Securities carried on 
conservative margin 


52 BROADWAY 
NEW YORK 


















































Listed and Unlisted 
Bonds and Stocks 


in all important 


American 
Canadian 
European 


Markets 


Private Wires to Principal Cities 


A. A. Housman & Co. 


Members 


New York Stock Ex. New York Cotton Ex. 
New Orleans Cotton Ex. N. Y. Coffee & Sugar Ex. 
New York Produce Ex. Chicago Board of Trade. 


Associate Members of 
Liverpool! Cotton Association 


20 Broad Street New York 


BRANCH OFFICES 
Liberty Bulliding, Philadelphia 
Amsterdam, Holland 


ANSWERS TO INQUIRIES 
(Continued from page 248) 




















Attractive 
Preferred 


Stocks 


We have prepared a letter 
giving our views on this sub- 
ject and containing an analy- 
sis in tabular form covering 


12 Preferred Rails and 
26 Preferred Industrials 


which will be mailed upon 
request. 


Ask for Circular M.W.-22 


Carden, Green & Co. 


Members 


New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 


43 Exchange Place 
New York 
Telephone—Hanover 0607 

















tion and dividends on the - preferred 
stock may therefore be held up for 
some time. From the long pull point 
of view, however, we regard the pre- 
ferred stock as quite attractive and be- 
lieve that ultimately the dividend will be 
resumed and back dividends paid up. At 
the present time the trend of the mar- 
ket is down and American Agricultural 
Chemical preferred may react consid- 
erably from present levels, but, as above 
stated, the long-range outlook is fa- 
vorable. 


AMERICAN BRAKE SHOE & 
FOUNDRY 


Business Better 


How do you regard American Brake Shoe 
€ Foundry as an investment at present prices. 
—D. P., Hartford, Conn, 


American Brake Shoe & Foundry Com- 
pany has outstanding $9,538,500 7% cumu- 
lative preferred and 148,354 shares of 
common stock of no par value, the latter 
now selling around $75 a share. In 1921, 
a particularly adverse business year, the 
company earned $4.41 per share on the 
common stock, covering its dividend of 
$4 per annum being paid. Since that 
time conditions have greatly improved, 
owing to the great equipment needs of 
the transportation lines, and this has been 
reflected in a considerable advance in the 
price of the stock. However, we are of 
the opinion that the present price has dis- 
counted the situation. 


VIRGINIA CAROLINA CHEMI- 
CAL 7s 


Have Investment Merit 


Your opinion of the desirability of Virginia 
Carolina Chemical as an investment is de- 
sired.—S. J. G., Columbus, O. 


Virginia Carolina Chemical Company 
7s, series A, due June Ist, 1947, of which 
$22,500,000 are outstanding, are a mort- 
gage on all the real estate and plants and 
further secured by a pledge of $10,000,000 
stock of the Southern Cotton Oil Com- 
pany, as well as by stocks of other sub- 
sidiary companies. It is our judgment 
that the security behind these bonds is 
ample. The present price is probably due 
to the great losses sustained by the com- 
pany in the past five years, which were 
particularly adverse ones for the fer- 
tilizer industry. That Virginia Carolina 
has turned the corner, is disclosed by the 
fact that its Jeficit for the year ended 
May 3lst, 1922, was only around $2,000,- 
000, as against almost $19,000,000 for the 
same period the previous year. Operating 
income was around $1,500,000, whereas 
interest and other charges amounted to 
$3,500,000. However, we consider the 
company will do better during the cur- 
rent year in view of the fact that most of 
its business is in the South, where agri- 
cultural conditions are much more prom- 
ising, due to the high price of cotton. In 
view of the outlook for the company 


during the coming year, as wel! as tlie 
security behind the bonds, we are of the 
opinion they will prove a good business 
man’s investment. 


F. W. WOOLWORTH 
Shares Have Had Big Advance 


Please give me q report on F. W. Wocl- 
worth Co.—S. J. H., Schenectady, N. Y. 

F. W. Woolworth Co. has shown a re- 
markably consistent earning power Over 
a long period of years and is one of thos: 
fortunate companies that do not appear 
to be much affectec. by hard times. Ear 
ings have shown a steady increase from 
year to year and in 1921 all previous rec- 
ords were broken, 19.34% being earn 
on the common stock. For the current 
year an even better report is anticipated 
for sales practically every month thus far 
reported have shown a substantial 
crease over 1921 sales, and it is antici 
pated that for the full year gross sales 
will reach $160,000,000 as against $147, 
000,000 in 1921. The company has be 
conservative in its dividend payments a 
as a result a large part of the earnin 
the past ten years have been put back 
into the property. The amount put back 
in the property in the past ten years to- 
tals $40,000,000 approximately, equal t 
$62 a share on the present stock outstar 
ing which now totals $65,000,000. T 
company is very strong in working capi- 
tal, about $24,000,000, and it is undoult- 
edly in a position to pay out a much 
larger percentage of its earnings in divi- 
dends. Profit and Loss surplus totals 
$22,000,000, so that if directors desi 
they are in a position to declare a ste 
dividend. We take a very optimistic vii 
of the future of this company for the r 
son’ that new stores are being constant)) 
opened and practically every one proves 
to be a money maker. This results i 
steadily increased sales and growing pro! 
its. At present levels of 220 it seems | 
us that the stock has pretty fully dis 
counted the improved outlook for tlie 
company, as it is up about 85 points from 
the low sale reported this year and 115 
points from the 1921 low. The advance 
is probably discounting an increase in the 
dividend or a stock dividend. If you hold 
the stock, however, our advice would be 
to take your frofits at these levels. 


INTERBORO RAPID TRANSIT 
Readjustment Plan 


I will be pleased to have you furnish +¢ 
with the particulars of the Interborough Raid 
Transit readjustment plan.—R. J. K., Lows 
ville, Ky. 

The plan for the readjustment of tic 
Interborough Rapid Transit Company 
provides for the issuance of $10,500,000) 
ten year 6% notes to provide for caji- 
tal expenditures. The Interboro Rapid 
Transit notes already outstanding were 
extended for a period of ten years at 
the rate of 7% and 10% of the 8% 
vertible notes due September Ist, 1922, 
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paid in cash. Sinking fund re- 
‘ments in regard to the 5% Ist mort- 
bonds were waived for a five- 


period. Holders of the Interborough 
opolitan 44%4% bonds were allowed to 
cipate in the plan either by pur- 
ng the new Interboro Rapid Transit 
notes _to an amount equal to 16% of 

holdings or by surrendering 60% 
heir bonds to an underwriting syn- 
e. Holders of the Interboro Con- 
ated preferred and common stock 

given an opportunity to subscribe 
such portion of the new 6% notes 
ere not taken by Interboro-Metro- 
an bondholders. Interboro-Metro- 
an bondholders who subscribed to 
notes will receive $500 par value of 
boro Rapid Transit stock for every 
0 bond. Interboro Consolidated 
pany will be dissolved and as the In- 
ro-Metropolitan bondholders exer- 
| their rights to subscribe to nearly 
f the notes, there is little or no value 
hed to the Interboro Consolidated 
‘rred and common stock. It was also 
ided that no dividend shall be paid 
Interboro Rapid Transit stock be- 
July Ist, 1926, and prior to July Ist, 
, dividends on the stock shall not ex- 

7% any year. It is also provided 

dividends on Manhattan Elevated 
k are to be as follows: For fiscal year 
nning July Ist, 1922, 3%, for fiscal 

beginning July Ist, 1923, 4%, for 
il year beginning July Ist, 1924, and 
1 subsequent year thereafter 5%. In 
: 4% dividends should be paid in any 
r on Interboro stock any further dis- 
ution of dividends for that year is to 
divided between Interboro and Man- 
tan stock until total dividends on the 
nhattan stock have reached 7%. 


OKLAHOMA PRODUCING— RAY 


CONSOLIDATED 
Outlook Not Encouraging 


mong my holdings are some shares of 
thoma Producing & Refining and Ray Con- 
lated. The action of these stocks has 
. very disappointing and I would like your 
ce about switching into something else.— 
. P., Quincy, I. 


Ve are not very enthusiastic over the 
ook for Oklahoma Producing and Re- 


ving. The company was floated during 


war boom with a top-heavy capitali- 
on which it has never been able to 
ify. In 1921, there was a deficit of 


|. 846,000 and as a result of this loss it 


ot in very strong financial condition. 
do not favor Ray Consolidated Cop- 
as this is not a very low-cost pro- 
er and, as we size up the situation, 
y the low-cost producers are in a fa- 
able position. The main reason for 
is that, with the European situation 
insettled, no big boom in copper metal 


s to be anticipated, and as there are a 


d many low-cost producers now op- 


rating, especially in South America, this 
!l hold the price down and not enable 
uch companies as Ray Consolidated to 


ke much money. Our suggestion is 


it you close out your commitment in 
th of 


these stocks but, instead of 
itching into something else, we would 


alvise keeping your funds in liquid con- 
dition, for we feel that the trend of the 


(Please turn to page 283) 
































































PRUDENCE-BONDS 


31 Nassau Street 
















Pay 542% Interest to Maturity 
and 100% Principal at Maturity 




























OW many bonds guarantee to pay 5%4% 
interest to maturity ? 


How many bonds guarantee to pay 100% 
principal at maturity ? 


How many bonds do either? How many do 


both? 


Level headed men and women, secure against 
the temptations of unsafe yields, buy guaran- 
teed 514% Prudence-Bonds rather than risk 
their funds on high interest bearing securities 
with questionable safety. 


If you are interested in safety, you will be in- 
terested in 514% Prudence-Bonds. If you are 
not, we should like an opportunity to talk to 
you. For this security, Lacked by selected 
first mortgages and guaranteed as to interest 
and principal by our ertire resources, is the 
kind of investment that builds up what specu- 
lation destroys. 













Buy Prudence-Bonds now. If you are not in 
funds to buy them now make reservations for 
January funds. 
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The PRUDENCE 
COMPANY, Inc. 


Under the supervision of New York State Banking Dept. 







162 Remsen Street 


New York Brooklyn 


















Maturities 
from $ to 15 years 


Denominations 


$100, $500, $1000 






We pay the Normal Fed- 
eral Income Tax up to 2% 
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Half a Century 
of Investment 
Service 





















Our experience in the invest- 
ment covers over 
half a century. Numbered 
among our clients are institu- 


business 


tions, executors, trustees and 
private investors the country 
over, and it is our policy, 
long established, to give to 
the business of each and all 
the same careful attention 


and supervision. 


Our “Investment Suggestions” will 
be gladly furnished upon request. 


Write for Circular No. 766 


Spencer Trask & Co. 


25 Broad Street, New York 


ALBANY BOSTON CHICAGO 
Members New York Stock Exchange 
Members Chicago Stock Exchange 
























































STANDARD 
oO 
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L 
ISSUES 











WE are prepared 
to buy, sell and quote, 
and to furnish full in- 
formation regarding the 
various Standard Oil 
Securities. 


CARL H. PFORZHEIMER & CO. 


Dealers in Standard Oi] Securities 











Current Bond Offerings 





On Small Scale 


HE amount of new financing rep- 

resented by bonds in the fortnight 

continued comparatively small. <A 
feature of the market was the almost to- 
tal absence of foreign financing, the only 
foreign issue to be offered being an $8,- 
000,000 issue on the City of Montreal. 
There was only one railroad issue, ioo—a 
$2,800,000 issue by Erie railroad in the 
form of equipment trusts. This security, 
by the way, was offered on a basis to yield 
as much as 5.50%, which yield, in a se- 
curity of this character, is very attractive. 
As frequently pointed out in these col- 
umns, the investmert features of an equip- 
ment trust issue.are independent of the 
financial condition of the “issuing” cor- 
poration—in fact, each equipment trust 
represents what might be called a distinct 
corporate unit, having its own assured 
earning power as well as assets exceed- 
ing by twenty per cent or more the face 
value of the outstanding debt—and to be 
able to obtain a yield of as much as 5.50% 











oe ae nn 
NEW BOND OFFERINGS 
STATE AND MUNICIPAL 
Of'd Yield | 
Amount (%) 
Grand Rapids, Mich.. $715,000 4.20-4.30 
St. Paul, Minn...... 1,000,000 4.10-4.20 
| Knoxville, Tenn...... 600,000 4.75 
Massillon City..... 950,000 4.60 
St. Lucie Cy., Fla.... 500,000 6.00 
Atlantic City, N. J...1,375,000 4.40 
Montgomery, Ala. ... 100,000 4.65 
Omaha, Neb.........2,500,000 4.50-4.40 
INDUSTRIAL 
England, Walton & 
ere $1,500,000 6.15 
Whitaker Paper Co.. 1,500,000 7.00 
Kiechkhefer Contain- 
a - 1,000,000 6.20 
Bedford Pulp & 
Paper ........... 800,000 6.50 
Ice Service, Inc..... 3,000,000 6.50 


PUBLIC UTILITY 


Nev.-Cal. Elec. Corp.$1,500,000 6.15 
Utilities Power Co.. 600,000 6% 
Daytou Pr. & Lt.... 6,000,000 5.60 


LAND BANK 


Central Illinois. .....$1,500,000 4.60—5.00 
Oregon-Washington.. 500,000 4.62-5.00 


RAILROAD 

Erie R. R. Co.......$2,800,000 4.75-5.50 
FOREIGN 

Montreal (Can.)....$8,100,000 5.00 




















on such a security represents an oppor- 
tunity. 

State and municipal financing was well 
diversified, no less than eighteen com- 
munities being represented in the market. 
On the other hand, the individual offer- 
ings in this group were small, and the to- 
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tal sum of tax-exempt financing not much 
in excess of $10,000,000. The largest in- 
dividual offering was an issue of 2.5 mil- 
lions by The City of Omaha, to yield 
from 4.40 to 4.50%. The feature from 
a yield standpoint was a drainage bond 
of St. Lucie County, Florida, which was 
offered on a basis to yield 6%. 





| BUSINESS SUICIDE VIA 
COMPETITION 


(Continued from page 218) 





prices quivalently or else lose the busi 
ness to the little fellow. 


The Small Business Man 


Altogether it has 
rather unusual situation with the sn 
business interest a very decided factor 
All during the year, the small busi 
man, the laborer and the small consur 
have by far had the better of the argu- 
ment with Big Business. 

The big companies have been strug 
gling to produce profits, but there | 
always been some major difficulty in the 
way. Either they have been undersold 
by their small competitors, or they have 
had to bid against each other for labor 
or they have not had sufficient fuel or 


been and still i 


they have been minus the necessary num 
ber of freight cars. In some cases, they 
have had to deal with all four obstacles 
at once. 

Under the circumstances, it is not dif 
ficult to understand why the profits t 
year have been, on the whole, surpris 
ingly small in view of the large volume 
of business. In a word, it has been a 
uation in which large gross profits have 
predominated and are still predominat 
ing at the expense of net profits and, as 
shareholders know, the net is what counts 





—_ 


THE BANKING SITUATION 


(Continued from page 246) 








Use of Gold Accumulations 


It is becoming a more and more urgent 
question what use to make of the gold 
accumulations of the country. For some 
months past, the Treasury has been mak- 
ing a strong effort to have gold freely 
paid out by the banks, but this effort has 
been met with only very moderate suc- 
cess. The gold on hand in the reserve 
system is not very much below the high- 
est point ever reached, and while the 
amount of gold and gold certificates in 
circulation has increased, this increase 1s 
entirely due to the new gold importations 
which have added quite materially to the 
increasing stock, although they have not 
been allowed, as just seen, to appear in 
any direct way as increasing the reserve 
Whether it will be possible to pay out any 
considerable part of the funds now on 





ind in reserve banks may well be doubt- 
1. Unless Federal reserve notes should 
decreased in amount very greatly, it 
uuld be unreasonable to look for any 
finite field of circulation in which the 
‘tes could be expected to find a place 
r themselves. 


Foreign Situation Uncertain 


It continues to be true that nothing def- 
te can be asserted with respect to our 
iking future, until we find out approxi- 
itely what is to be the foreign situation. 
present, we continue to draw gold 
ay from other countries notwithstand- 
that they cannot spare it, while we do 
t need it. To get a sufficient supply of 
Id back to them to enable them to re- 
re specie paymetns or work back to- 
rd a sounder banking basis is essential 
d must eventually be so recognized. 
anwhile dissipation of our gold in gen- 
il stuation in this country must effec- 
illy destroy our capacity for rendering 
aid in financial recuperation abroad. 





NATIONAL BISCUIT CO. 


(Continued from page 226) 








closing up the book and drawing his 
nclusion. But there is much more to 


In the first place, the “earnings per 
hare” shown on the old stock, from 
hich the equivalent earnings per share 
1 the new stock are computed, must be 
membered to have been the balances 
ailable per share as shown in the com- 
iny’s reports. All the book-keeping by 
hich these balances were determined is 
t shown. Hence, it would be most un- 
ise to draw a hasty conclusion from 
ir table. 
In addition to the shown earnings, Na- 
mal Biscuit has undoubtedly amassed 
eat sums which might have been shown. 
rr example: In 1916, the corporation 
rned $4,129,791 (net income); in 1921, 
net income was larger by over 37%. 
d yet, a comparison of balance sheets 
ws that the plant holdings in 1921 are 
lued at only 10% more than those in 
16. And this 10% increase is supposed 
cover, among other acquisitions and 
largements since 1916, a new factory at 
inois put in use in May, 1921; a new 
kery in Pittsburgh, completed in 1918, 
d having an area of over 100,000 square 
et, other new bakeries in Cleveland, 
etroit and New York City, a $490,000- 
int recently bought from the American 
in Co., etc. When recourse is again 
d to the balance sheets, and it is dis- 
vered that the company’s yearly prop- 
ty valuations are shown after depre- 
ution, an idea of what earnings might 
ive been if more than generous sums 
id not been charged to depreciation ac- 
unt, suggests itself. 
Another interesting feature of. the bal- 
ice sheet is the “Insurance and Carton 
ictory Reserve,” explained as a reserve 
1 replacement purposes to protect the 
vestment in a Marseilles carton factory 
which is subject to unusual flood condi- 
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Our Nation’s Greatness 
Founded on Agriculture 


Because of the many kinds of farm products raised in 
the United States, and because of the large amount of 
these products, the United States is the greatest self-sus- 
taining nation in the world. Within its borders it can 
raise, and manufacture from its natural products, every- 
thing that is needed to keep every industry busy, to give 
employment to millions of people, to feed all its own 
people, and still have much food left over to help feed 
other nations. 


We shall be glad to send you a large colored “Food 
Source” Map of the United States which shows the prin- 
cipal form of agricultural activity in each state of the 
union. Through the courtesy of a leader in the packing 
industry we are able to do this. 


This map graphically suggests why first farm mort- 
gages, properly issued, are recognized as an investment 
second only to the obligations of our government itself. 
The bonds of Joint Stock Land Banks are secured by first 
farm mortgages issued under government supervision and 
government approval. They are exempt from all Fed- 
eral, State, Municipal and Local taxation, excepting in- 


heritance taxes. 


The “Food Source” Map and our list of current 
Joint Stock Land Bank Bond offerings, 


sent on request 


STEVENSON Bros. & Perry 


INVESTMENT SECURITIES 
105 S. LaSalle St., Chicago Randolph 5520 

















tions.” Since 1917, no less than ten mil- So far as its record in terms of its 
lion seven hundred thousands of dollars new capitalization is concerned, it has 
has been charged to this reserve! been shown that a too literal interpreta- 
tion should not be placed in the share- 
balances as rendered in the company re- 
ports, and that the question of what the 
company will be able to show for the new 
capitalization is a matter of doubt. 

Coupling these two findings, the 
conclusion is reached that those who 

The brief analysis given above shows have a large available profit in Na- 
that National Biscuit’s growth has been tional Biscuit as a result of its recent 
excellent under any method of compari- extended advance might do well to 
son, and almost phenomenal by com-_ take it, and that new commitments in 
parison with the record of its nearest the stock might best be postponed un- 
and almost its only competitor. That til an official survey of results based 
much of our analysis justifies the pres- on the new capitalization is available 
ent high price of the stock. in the shape of the 1922 report. 


Evidently, National’s record cannot be 
translated in terms of its new capitali- 
zation without allowance for several con 
ditional “ifs” and “buts.” 


Conclusion 
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HUTH & Co. 
30 Pine Street New York 
Telephone John 4320 


INVESTMENT 
SECURITIES 


Foreign Government 
and 


Municipal Bonds 


Weekly price list 
and descriptive circular 
on request 


Address Dept. MW 














STANDARD 
OILS 


S.O. of California 

S.0. of New Jersey 

S.0. of New York 
Vacuum Oil 


A concise review of 
these Companies and 
the present position 
of their stocks is con- 
tained in the current 
issue of our 


MARKET LETTER 


Copy on request 


SHONNARD & CO. 


Members of N. Y. Stock Exchange 
120 Broadway New York 


Uptown Office 
Hotel $t.Andrew—72nd St.&B’way 




















FOREIGN TRADE AND 
SECURITIES 
(Continued from page 211) 








LIVERMORE’S METHODS 
ANALYZED 


(Continued from page 254) 








more than it imports. It has to do this 
in order to pay off its debt and interest, 
as a nation, by means of its export ex- 
cess. In the same way the older or credi- 
tor nations have an “adverse” balance of 
trade, in other words, they import more 
than they export, the difference being 
paid by the interest which they as na- 
tions receive on their collective foreign 
investments. 

To some extent of course we are do- 
ing this already. When American capi- 
tal is used in developing rubber planta- 
tions in Java or oil fields in South Amer- 
ica, and we import these products in re- 
turn for the investment, we find to this 
extent a solution for the problem of what 
to do with the national investment sur- 
plus. It will be noticed, however, that 
the repayment of the interest on the in- 
vestment depends on our importation of 
If we refuse to take goods, our 
debtors have no means of paying princi- 
pal and amortization on our investments, 
and the foreign outlet for the investment 
surplus is choked off as the domestic 
ones were in our previous description. 

As a nation, therefore, we are con- 
fronted with the following alternatives. 
If we keep our investment surplus home, 
in which case the level of interest rates 
will be lowered to an unremunerative 
level, and at the same time new produc- 
tive capacity will be springing up all the 
time to intensify further industrial com- 
petition to a point where profit margins 
are lowered all around. On the other 
hand, we may allow our investment sur- 
plus to find a profitable utilization abroad, 
in which case we must prepare to im- 
port large quantities of goods and have 
a nominally “adverse” balance of trade. 
The latter alternative, of course, means 
the abandonment of our new policy of 
economic isolation. 

When the problem is stated in this way, 
it practically answers itself. Both of the 
results of the policy of isolation are too 
harmful to allow us to maintain that pol- 
icy very long. Because of the nature of 
our economic system, we shall be com- 
pelled to invest our funds abroad, and 
in consequence to buy large quantities of 
goods from abroad. 

As to the precise fields of our future 
activity in investment, Europe, from the 
nature of the case, would seem to be out 
of it except for the undeveloped Eastern 
and Central districts. Asia and Africa 
present considerable political obstacles to 
our penetration because of existing un- 
derstandings among the larger industrial 
countries of Europe, and Australia is too 
integrally a part of the British Empire 
to be receptive to our financial expan- 
sion. Our own hemisphere, therefore, 
would seem to be the logical reservoir 
for the reception of our steady increas- 
ing stream of investment surplus funds, 
and we are not perhaps too far from the 
day when Venezuelan petroleum and Ar- 
gentina wool will pay the interest on a 
structure of international indebtedness 
which may yet make New York the 
financial center of the world. 


eoods. 


To sum up, what he wants is action 
prompt action, combined with a broa: 
market. He gets this in stocks like Bak 
win, Studebaker, Crucible, Reading, Ge: 
eral Asphalt, Marine preferred, and oth: 
leading issues which usually act in ha: 
mony with the main swings of the mark: 

There is a lesson in this for those wl 
would be successful in their stock trading 
The selection of proper trading mediun 
is an important consideration. Combine! 
with the other valuable rules formulate 
as a result of Mr. Livermore’s past e> 
perience, the reader of this series shou! 
by this time have a clear idea of some 
the factors which make for success in th 
business. 

Many of the readers of these artick 
will doubtless say to themselves, “That 
all very well for Mr. Livermore, but 
have a somewhat different idea.” Y« 
may have, but considering the composi 
experience of most members of that great 
faction known as the public, the writer's 
advice to those who think they know mor 
about it than Livermore er any one els 
is simply this: Forget what you know o: 
think you know about trading in stock 
and apply these rules. In the end you wi 
be far better off than if you persist 
sticking to your own imperfect ideas abou! 
this very complicated task—one which has 
taken most of the big and successful ope: 
ators many years to cut their eye-teeth. 


(To be continued in an early issue.) 





INVESTORS’ VIGILANCE 
COMMITTEE, INC. 


(Continued from page 253) 








there remains that caution occasioned | 
the report on the company you saw i 
the morning, which was far from favor 
able. You decide to sleep over it for on 
more night, and advise the salesman t 
call later. 

Next morning, at the breakfast tabi 
with the matter of the investment sti 
fresh in your mind, but still undecide: 
you pick up the morning paper to get th 
news of the day while partaking of you 
rolls and coffee, and—what’s that! can ' 
be !—there in headlines on the first pag 
you read, “Officers of — Oil C 
INDICTED!—Misuse of the Mail 
Charged! Misrepresentations Made i 
Literature!—One Million Dollars of I: 
vestors’ Money Claimed to Have Bec 
Taken in By the Sale of Stocks! 


You lay down the paper, do deep 
thinking than you have ever done befor 
When you get to the office, you tuke ov 
the old bank book, look at the balanc« 
breathe a sigh of relief, and softl 
whisper to yourself, “Never again.” 

That evening you wait in vain for th 
salesman who was to call—he has lef 
town and headed for another propositio: 
to offer. But—look out—he may be back 
loaded for you, again! 
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TREND OF MONEY, PRICES 
AND CREDIT 


(Continued from page 245) 








prices which prevailed from the be- 
ing of the year until early autumn, 
been predicted by a good many ob- 
rs, most of whom have fore- 
owed an advance of perhaps 6 or 8 
ts further during the next few weeks. 
ly of current price indexes covering 
ember and November, however, ap- 
s to indicate a halt in the general 
| of prices which is the more signifi- 
when it is considered that cereals 
cotton have been so distinctly marked 
Against this has been the decline of 
staples as iron and some classes of 
products with the result that the 
ral index shows a decline in the 
ages. 
hether this point in the advance of 
‘s is to be taken as representative of 
arrival of business at practically its 
level for the present is the significant 
ct of the situation. It at all events 
‘ars to show that the inflation which 
been feared by some has been 
ked or avoided, so far as the general 
advance of prices is concerned, or that, 
far as it exists in other lines, it has 
been neutralized by reactions or read- 
justments in still others. The present 
situation is also very striking in the fact 
that it shows that former predictions of 
ai inflationary movement which might 
take effect in higher commodity prices 
during the autumn were not founded. 
There was some little danger of such a 
situation during the late summer, but the 
t that it was quickly recognized and 
brought about a prompt response from 
conservative bankers who devoted them- 
selves to checking it, had an immediate 
aid important influence in neutralizing 
teudencies of this kind. More important 
pcrhaps than any mere individual fore- 
sicht, has been the inability of foreign 
countries to take and pay for our goods 
which has been so much furthered as a 
result of our tariff policy. This has off- 
sct_ the tendency toward higher prices 
which would naturally have come from 
at. increase in domestic demand. 


n fact there has been, as elsewhere 
shown, a very decided expansion of bank 
lo:ns and this, had it been accompanied 
bs continued expansion of our for- 
ein trade financing, would have tended 
stongly to the advancement of com- 
modity prices. Added to this natural 
growth in the volume of business accom- 
modation has been a very marked de- 
vclopment in the activity of credit itself 
as illustrated by the movement of debits 
to individual deposit account which have 
continued decidedly above those of last 
yar with a further seasonal expansion. 
Tis activity of credit has in some parts 

the country probably been lessened by 
the easy and cheap expansion of the to- 
ta volume of credit, but in the main it 
has been hard to offset this influence. 
The present outlook is for continued in- 
crease in the activity of credit with cor- 
rsponding influence upon retail trade de- 
mand, the latter being already at a level 

r above that of a year ago. 
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How do you pay your bills abroad? 


a question for exporters and importers 


ANY American merchants 
M and manufacturers doing a 
foreign business keep checking ac- 
counts abroad for the advantages 
of paying their bills by check. 

The Equitable offers you the 
opportunity of carrying a checking 
account with an American bank 
abroad. 

Our London and Paris Offices 
are complete banking units. You 
may open an interest-bearing check- 
ing account with either or both and 
pay your foreign bills directly by 


check, 


This will save a considerable sum 
in interest each year, eliminate the 
speculation involved in meeting ob- 
ligations at a future date, establish 
a European credit reference, better 
advertise your name among over- 
seas business men and banks, and 
insure special facilities and conv eni- 
ences when you or your repiesenta- 


tives are abroad. 


The officers of our London and 
Paris Offices will gladly be your 
foreign trade advisers and will 
supply you with trade and credit 


information. 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK | 
37 WALL STREET 


UPTOWN OFFICE 
Madison Ave. at 45th St. 


LONDON 
3 King William St., E.C.4 


Mexico City 
48 Calle de Capuchinas 


COLONIAL OFFICE 
222 Broadway 


PARIS 
23. Rue de la Paix 











Ideal Gift For Investors—Holiday Uffer 


- PERPETUALLY USEFUL — HANDSOME Dec 
A CONSTANT REMINDER OF YOUR THOUGHTFULNESS in gold, on 


DIGNIFIED 


Introducing this record 


book, orders received by 
30th, we will stamp 
front cover, 
name of owner, free, 





FINANCIAL 


EMINDER AND 
EADY REFERENCE 
ECORD 





This system contains 100 
sheets of eleven ruled and 
printed forms, including 
leather tabbed monthly in- 
dex, size 7%x5, furnished 
in standard binders as 
follows 

Capacity 2" back 1” back 

Over 50 Investments 


$6.00 
$7.00 


Imitation 
Leather $5.50 
Black Seal 

with pocket $6.50 





Photographic reproduction and sample sheets on request 


Wilkes Pub.Co., 2350 Broadway, New York 


Provides unit sheet and 
live record for purchase, 
description, income and 
sales data on each invest- 
ment—Tickler for all ma- 
turity dates—Insurance and 
Recapitulation Sheets. 
Simplifies tncome 
Tax Reports 
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Time Tested 
First Mortgage 
Bonds 


(Underlying Issues) 


To Yield 
§% to 8% 


Complete information 
upon request 


F. J. LISMAN & CO. 


Members N. Y. Stock 
Exchange since 1895 


61 Broadway, New York 
































$100,000 


City of Edmonton, Alberta 


5'!4% Gold Bonds 
Due April 1, 1947 


Principal and semi-annual interest 
payable at The Bank of Manhattan 
Company, New York City. 


FINANCIAL STATEMENT 


Assessed Valuation... $91,945,355 
SUE Wcccccccene ERR 
Population, 60,000 
These bonds are the direct obligation of 


the City of Edmonton, Canada, capital of 
the Province of Alberta. 


Edmonton is situated about midway be- 
tween Winnipeg and the Pacific Coast, on 
the main line of the Grand Trunk Pacific 
and the Canadian Northern Railways. 
The City owns and operates its own elec- 
tric light, street railway, water works and 
telephone systems, which utilities show 
surplus earnings over all operating ex- 
penses. 
Legality approved by E. G. Long, 
KE.C., of Toronto 


Price 9834 and interest 
yielaing 5.60% 


BNDON. GORDO 
WADDELL 


MUNICIPAL BONDS 


89 Liberty Street New York 
Telephone, Cortlandt 3183 

















STOCK VALUES AND IN- 
HERITANCE TAXES 
(Continued from page 252 








allowing for accumulated profits or de- 
ficiencies. But with the many loose stat- 
utes regarding corporate organization 
current in many states this par value has 
lost its original meaning to such an ex- 
tent that it should not affect the price 
of the stock. However, there seem to 
be many people who still have implicit 
faith in anything which is printed or en- 
graved. To them a certificate bearing 
$100.00 on its face is very much more 
valuable than one bearing $10.00 on its 
face, even though they both represent 
identically the same assets and dividend 
earning power. This has been utilized 
by many concerns organized under the 
laws of states which allow stock to be 
originally issued at a discount with the 
result that their certificates bear a par 
value which has no relation whatever to 
the assets or the earning power of the 
corporation. 

The no-par stock laws of the various 
states were intended to eliminate this 
evil or at least to reduce it. The extent 
to which they have succeeded is rather 
difficult to measure. So far as the effect 
upon the market price is concerned it 
would seem that the no-par stock is quite 
satisfactory, except that many old-time 
speculators seem to be suspicious of it. 
It is new to them and they do not just 
understand it. The lack of a value litho- 
graphed on a certificate is disconcerting 
to them, and many of them prefer the 
par-value stocks, other things being equal. 

We have given as a seventh element 
“Anticipation and Reaction.” Under this 
head may be included those manipula- 


tions of stock usually known as profes- - 


sional trading, but also it includes many 
actions which are not professional at all 
but are exceedingly amateurish. The 
effect of any of the six elements first 
named may be anticipated by sellers or 
by purchasers of stock and the resulting 
demand or offering may affect the price 
to a great extent. The thing anticipated 
may never be realized, nevertheless the 
price of stock has been raised or lowered 
because of some traders’ expectations. 
There are always present in the market 
certain traders whose sole guide seems 
to be to buy stocks when they start up, 
and to sell when they start down. Fre- 
quently they have neither knowledge nor 
logic to support their actions. Neverthe- 
less these actions themselves affect the 
supply or the demand, and frequently 
cause upward or downward movements 
to go further than the underlying ele- 
ments justify. They are like the momen- 
tum of the penduium and are almost in- 
evitably followed by a reaction swinging 
the price in the other direction. 

Capital stock securities therefore play 
a dual réle in the investment world. 
First of all they represent specific owner- 
ship in a certain corporation and are 
th refore affected by all of the financial 
variations of that company, but entirely 
aside from this there has been built up 
what might be called a fictitious trading 
wherein they are bought and sold with- 


out any regard to what they represent, 
and where the price is influenced by the 
variations of supply and demand in that 
speculative world. It is this dual role 
that brings about complications which no 
one can logically forecast or definitely 
measure. 


Conclusion 


It is fully evident to anyone who has 
given consideration to the matter, that 
the market price of stock is practically 
never, save by sheer coincidence, the 
same as the vook value nor the same 7s 
the amount obtained by the ordinary 
method of capitalizing earnings. It 
also evident, that these two elemen*s 
alone are not sufficient to determine the 
value of the stock. The other elements 
discussed must be given proper weigl 
in finding this value. 

The question may naturally arise as t 
how this weight may be measured. Th 
answer is to find as at that date wh: 
effect these other elements had upc 
similar stocks as reflected by the stoc 
market. Compare the book value an 
earning power of as many stocks as pos 
sible with their market price on that dat 

If it is the intention of the inheritan: 
tax laws where capital stock of corpora 
tions is concerned, to attempt to dete: 
mine what the fair market value of suc 
stock would be if such value is not 
matter of record, then a comparison be 
tween the elements of this stock and th 
elements of stocks which are listed might 
result in a more just determination 
value than the methods usually employed 

At any particular date the market pric 
of a great number of stocks is a matte 
of public record. The book value an 
the earning power of many of thes 
stocks can also be found. If there is an) 
definite ratio between the market pric 
and these other factors, such ratio may 
be determined. If there is any uniformi 
ty in these ratios for various stocks at 
the given date, it would seem that a1 
application of this ratio to the book valu 
and earning power of stock in questio 
would give an amount which would b« 
fair for inheritance tax purposes. 

To illustrate: Let us suppose the book 
value of a stock which is a part of 
decedent’s estate is $120.00 per share and 
the earnings have averaged $10.00 per 
share. Take a number of stocks as near- 
ly similar to the one under discussion as 
possible, and with earning powers of ap- 
proximately the same amount. Establish 
the ratio between the book value and the 
market value of these stocks on the date 
of the death of the deceased. Suppose 
that “such ratio is found to be approxi- 
mately 60%. Then a valuation of $72.00 
per share for the stock in the estate 
would seem to be a fair basis of’ valua- 
tion, unless some unusual element per- 
taining to this particular stock should 
justify special consideration. 

Established market prices are not a 
matter of opinion only. They are instead 
opinions backed by willingness to pay 
money or the willingness to part with 
stock and this opinion and this willing- 
ness are the result of consideration by a 
large section of the business world. Evi- 
dently they are as nearly the truth re- 
garding the value of a stock as there is 
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y way of establishing it. It is doubt- 
1 if any appraiser of stock for inheri- 
ice tax purposes could come nearer a 
ie valuation than the value which is 


ixed by the business world through the 


isted stock price, with adjustments for 


affecting factors discussed in Part 1 


f this article. 


Ve have no intention of suggesting 


an arbitrary method to supplant all other 


hods. Rather, our purpose is to dem- 


nstrate that if a taxation value is to 


the result of a consideration of the 


k value or the earning power of a. 


k, that in srch determination due con- 
ration must be given to what the bus- 


ess world has found to be a correct 


tion between the price and these two 
rents as at that particular date. This 
tion takes into consideration all of 
various economic and financial con- 


tons affecting business in general and 


relation between the value of cash 
of corporate stock at that date. 
f it is not the intention of the law to 
ilize the man who inherits stock of 
listed value, then some consideration 
t be given to this relation. And 
n, if it is not the intention of the 
to assess a greater tax upon a man 
) inherits capital stock than would 
e been assessed against him had this 
k been converted into cash on the 
of the death of the deceased, the 
ous factors we have been discussing 


nust be duly considered and their effect 


ct 


sured with regard to this particular 
‘*k so far as is possible. 





* 


NEW TRAPS FOR INVES- 
TORS 


(Continued from page 208) 
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. but the legitimacy of his organization. 


tegardless of whether there is actual 


representation in the language of the 
alled “certificate of subscription 


ights,” it is doubtful if 5 per cent of 


money that is pouring into the offices 
these promoters would have been paid 
iad not the buyers of the fake stock 


‘lieved that they were exercising a gen- 


right issued to them by the legiti- 
e corporations in which they were 
kholders. 

ithin the last few days I ran across 


hree of these rights which were received 


imber of 


the same individual. Evidently the 
moters have access to only a limited 
stockholders’ lists and are 
ping on one another’s heels in the 


fort to be the first to reach those whom 


on 


< 


have picked out as possible buyers 
heir stocks. The subscription rights 
-d by each of the three were almost 
tical in wording. Yet one of them 
issued in Canada; the two others in 
York City. The only variations in 
ling were those that were made nec- 
ry by differences in the prices of the 
k and in the make-believe expiration 

for this expiration date is moved 
from week to week as the mailing 
tresses. 


This is the third of a series of articles 


“New Traps for Investors.” The 
rth will appear in an early number. 
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KIDDER, PEABODY & Co. 


18 BROAD STREET 115 DEVONSHIRE STREET 
45 EAST 42D ST. 216 BERKELEY ST. 
NEW YORK BOSTON 
10 WEYBOSSET STREET, PROVIDENCE 





Government Bonds 
Investment Securities 
Foreign Exchange 
Letters of Credit 


Investment Circular on Request 





Correspondents of 


BARING BROTHERS & CO., Ltd. 


LONDON 


























$100 and $500 Bonds 


for Christmas 


HIS type of gift is ideal for the Christmas 
season, because of its adaptability to the 
needs of the individual to whom it is pre- 

sented. In addition to being a constant re- 
minder of the donor it offers the practical ad- 
vantage of a permanent investment which ap- 
peals to thoughtful persons. 


We have prepared a selected list of $100 and 
$500 bonds of railroad, industrial and public 
utility corporations, as well as of Domestic and 
Foreign Governments, as being especially ap- 
propriate at this season. 


Send for special list “Aa” 


HARTSHORNE & BATTELLE 


Members New York Stock Exchange 


25 Broad Street New York 
















































Odd Lots 


are a real benefit to the 
ambitious income build- 
er of moderate means. 
He can thus diversify his 
holdings of readily 
marketable securities. 


We specialize in Odd 
Lot investments — 
clearly explained in 
a l_wbklet sent on re- 
quest. 


Ask for No. MW 


GisHoim &@ (HAPMAN 


Members New York Stock Exchange 
52 Broadway, New York City 
Telephone BOWling Green 6500 























Money 





Hard to make 


Harder to save 


Harder still to wisely invest 


Consultation and 


Correspondence invited 


Barstow & Co. 


Members New York Stock Exchange 
18 Exchange Place, New Yerk 


Telephone—Bowling (Green 8686 
























Adirondack P. & Light Ist. & 
Adirondack Electric Power Ist 


Calif.-Oregon Power Co. Ist & Ref. 7'4s Series A, 1941 ‘ secee 
Central Maine Power Co. Ist & Gen. Mtge. 7s Series A, 1941........ c.. 
Central Maine Power Co. Ist 5s, 1949... .... 20... -ceceeeceeeeccece A.. 
Contes! Goosghe Dower Ga. Bet Oa, BOOB. .... .....ccccccccccceseccsese A 
Columbus Power Co. (Georgia) Ist 5s, 1936...........ceceeeeeeeess A 
Colorado Power Co. Ist 6s, 1958............. pinaandadancniindet a. 
Consumers Power Co. (Michigan) Ist 5s, 1936..............ceceeee A.. 
Electric Development of Ontario 5s, 1983................. becceseu mie 
Great Northern Power Co. Ist Ss, 1985. ....... 2.2.2... cccccccccccs B. 


Great Western Power Co. Ist 


Great Western Power Co. 5s, 1946. (nnccoceatoueoseseouocesooees A.. 
Sees. aener- Gin, Se Ge Cs, Oa, SOUR. . noc cccccceccvececsccecce 7 
EE Ae ee ee B.. 
ee Ge Ge, OO OB .s ccncdecencesaeeeseeseeceeens _ 
Madison River Power Co. Ist Ss, 1985... ..........cccccccccccces — 
nee Geer De Gs, UP OR BOE, . . 5s ncccunccctccoeeeececes _* 
Niagara Falls Power Co. Ist & Cons. Mtge. 6s, 1950.............- a 
a eS a ee ee 

Penn.-Ohio Power & Light Notes 8s, 1930... .........ssceeececces c.. 
Petomac Miectsic Power Gen. Ge, 2008... ..ccccccccccccccccccccces A.. 
rr a re &... 
es Sn on. os iter eegeteendeneseensees A.. 
Shawinigan Water & Power Co. Ist 5s, 1934. ............50-seeeeee A.. 
Geuthern Glessea Power Go. Bet Ga, BOOB... ccccccccccccccececccces A.. 
rs Ge Ge Se SO, DD... ccccesdccuesssnceuceasees B.. 
ee Se I EE ony on cadcnciedenetesnrssaqnseees B.. 


GAS AND ELECTRIC COMPANIES 


EE ee Ras 
Bulialo General Misstele Co. Bet Ga, 2068... 0. ccccccccccccccccccese A.. 
Ss ES ED, SD I a. cv cnccccvencdecedeeegessenseese _- 
Cleveland Giles. Elum. Co. Ga, BOGD.. cc ccccccceccccccsocccccceces A... 
Denver Ges & Blectric Co. let Ga, 1968... cccccccccccccccccccccs ice 
Duquesne Light Co. Pittsburgh 74s, 1936. ...........cceceeececeee _™ 
Evansville Gas & Electric Co. Ist 5s, 1932... 2... 0. cceecsecccececee B.. 
SaGianapete Gas Co. Bet Ga, BB... cc cccccccccccosccccccceecccees A.. 
Les Angeles Gas & Biec. Gem. Te, 1961... ccccccvccccccccccccceces Gin 
Bevan Galt. Biostsie Pires Ga, BoB. coc cccccccccccccecescccccesss es 
Okla. Gas & Electric Ist & Ref. 74s, 1941... 2.2... cece cere ccc ecces  - 
Okla. Gas & Electric Ist Mtge. 5s, 1929. .......0..ccccesscceccceecs A.. 
onein Gow & Tieaseete Ga, TEs cc ccccccccsccccsaccesccccoccsceeses 

Rochester Gas & Electric Corp. Series B 7s, 1946. ...... 2... ceeeeee B.. 
San Diego Cons. Gas & Electric Ist Mtge. 5s, 1939 Senneaeseensen Ghee 
San Diego Cons. Gas & Electric Ist Mtge. Ref. 6s, 1939.............. 

Standard Gas & Electric Conv. S. F. Gs, 1926... .. 2... cee ceeceeece - 
Standard Gas & Electric Secured 7148, 1941... .. 2... 2... cee nceceeceee Bee 
Govncume Gas Ga. Bet Ge, BABB. co.cc cccccccccccccccccecoccesccens 

Twin State Gas & Electric Ref. 5s, 1958... .......cceceecceeeccces Su. 


American Light & Traction Notes 6s, 1925... .... 2... eee cece ee eee *B.. 
Bloomington Dec. & Champ. Ry. Co. Ist 5s, 1940... .... 2.2.00 eeues C.. 
Danville, Champ. & Decatur 5s, 1938. ........ccccceececescccceseee Bes 
Georgia Railway & Power 6s, 1954.............. ddeeseetecassaceus _™- 
Kentucky Traction & Terminal 5s, 1951... ........02eseseceeeccces oa 
Knoxville Railway & Light 6s, 1946... 22... 2... ccc ececerceccceces es 


Milwaukee Light & Heat & Traction 5s, 1929 


Monongahela Valley Traction Co. Gen. Mtge. 7s, 1923... .......-.40. em 
Memphis Serect Railway Ga, 2006. ....... 2. cccccccccccccecccccceces e.. 
Northern Ohio Traction & Light 6s, 1926... ..... 2... sccececccecece Be. 
Nashville Railway & Light 5s, 1958... ... 1... 1... cece eee ceweeeeee B.. 
Portland Ry. P. & L. Ist & Ref. Series A 7125, 1946... .....0000000s - 
Top-ka Railway & Light Ref. 5s, 1983... ... 22... ccc eescesceeeeeces c.. 
Tri-City Railway & Light 5s, 1980. ..........cceeceeeeeesseeeeeees Ge 
United Light &@ Rys. Ref. Ge, 1068... .ccccccccccccccccorcoccceces S..< 
United Light & Rys. Notcs 8s, 1980. ..........c cece seen ceeeecces c.. 


* Without warrants. 
A—High Grade. 


TRACTION COMPANIES 


2—Middle Grade. 





UNLISTED UTILITY BOND INDEX 


POWER COMPANIES 


PE Be, TER, 0c cccccnccodccsconesseu 






FF ae Powccegcecescoeooeoes Ges 
Alabama Power Co. Ist 5s, 1946... 
Appalachian Power Co. tet Ga, 2041... 22... cccccccccccccccccces B.. 


& Ref. 7s Series B, 1950. ..........00 B.. 





TELEPHONE AND TELEGRAPH COMPANIES 


American Tel. & Tel. 5-Year Gs, 1924... .....cccccsesscsesecceccecs _ 
Beli Del. Ga. of CamaGe Bet Ge, BOER. .. cccccccccccocccccccecccccce - 
Bell Tel. Co. of Canada Ist 7s, 1925... ......ccccccsccsccccccccces Ri. 
Bell Tel. Co. of Pa. Ist Refunding 7s, 1945. .......ccccrsccccccccces 

Chesapeake & Potomac Tel. Co. (Va.) Ist 5s, 1943. ........eeeeeeeee is 
T'ome Tel. & Tel. of Spokane Ist 5s, 1936... ..... 2.2.50 scoeeeseee es 
Western Tel. & Tel. Collateral Trust 5s, 1982. ...........2.-.eeeeeee B.. 


C—Speculative. 


100 


105 


92% bid 
95 

98 

99% bid 
89% 
104% 


107% 


105 


108% 


109 
98% bid 
100 
100 
102 


69 
105% bid 


101 
101 
10444 
108 
95 
93 
96% 








6.30 
6.40 
5.60 
5.55 
5.55 
5.50 
5.00 
5.50 
5.50 
5.10 
5.50 
5.80 
6.60 
7.50 
6.00 
6.00 
5.30 
5.25 
6.00 
5.90 
6.65 


5.70 
4.90 
5.45 
5.00 
6.25 
6.70 
6.05 
6.70 
6.25 
6.15 
7.20 
6.50 
6.25 
5.60 
6.00 
6.00 
7.00 
5.30 
6.25 





5.40 
8.20 
5.80 
5.95 
6.90 
6.15 
6.50 
8.20 
6.90 
6.30 
5.43 
6.75 
6.50 
6.40 
6.50 
7.00 





5.40 
5.00 
5.65 
6.20 
5.40 
5.70 
5.40 
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TWO HIGH-YIELD BONDS 


Pennsylvania-Ohio Power & Light 
Notes—Market Street Railway 6s 
of 1924 


turn of mind who is looking for 
short-term securities with a specula- 
ve flavor, Pennsylvania-Ohio Power & 
echt 8% notes of 1930 should be attrac- 
e. These notes were put out in 1920 
der the stress of high money rates and 
ch operating costs and at current price 
1021%4 show a yield of 7.60% if held to 
iturity. 


[ the investor with a _ speculative 


For a comparatively short-term note, 
e 8s offer a fair security. Company is 
ntrolled by Republic Railway & Light 
». It is largely a traction property which 
» doubt accounts for the high yield on 
e notes. The notes are now callable at 
9 with 1% less for each year to ma- 
‘rity. As part of the Republic Railway 

Light Co. system, which in the past 
is had some hard sledding, the company 
entitled to a good rating as to manage- 
ent and can be classified as an improv- 
g security. 

Annual report for 1921, which includes 
ll! Republic Railway & Light subsidiaries, 
howed fixed charges earned about 1% 
imes. Since then moderate improvement 
1 earnings is reported. Notes enjoy a 
eady market over the counter in New 
York and Philadelphia. 


Market Street Ry. 6s 


The recent upturn in Market Street 
Railway Co. (San Francisco) securities 
which carried the prior preferred stock 
ip to 76, has not been followed by cor- 
esponding advances in the 6% bonds, due 
n 1924, which are still selling around 94. 
Assuming the bonds are paid off at ma- 
urity, a yield of 10.60% is shown. Com- 
any has been steadily forging ahead this 
ear and October earnings were the best 
f any month since reorganization. Fixed 
harges are being earned with about 11% 
n the prior preferred stock which pays 
%. Purchase of the properties has been 
nder consideration by the municipal au- 
iorities for some time and at the last 
lection the voters amended the charter 
vhich made possible their acquisition if 
ound expedient at a later date. This 
hould mean par for the bonds or at least 
xchange for municipal obligation which 
hould sell at least at par. 


NEW YORK CITY BONDS 
or. Rate and maturity Bid Asked 
nter. 4%s, Dec., 197 54 106 
do 4%s, July, 1§ 105% 
do 4%s, June, 196 is 10534 

105% 
105% 
101% 
101% 
100% 
101% 
do 4%s, Sept., 196 } 101% 
do 4%s, March, 1960-30. . 100% 
do 4s, May, 1959 344 «99% 
do, 4s, May, 1957 ; 99% 
do 4s, Nov., 1958........ 9S %4 99% 
Reg. 4s, Nov., 1955-56 o7 987% 
do 4s, Nov., 1936........ 97% 99 
Inter. 4%4s, Nov., 1954 74 
do 3%s, May, 1054 
Reg. 3%s, Nov., 50-54, inc.. 88 
do 3%s, 1922-30, inc..... 435 
do 3%s, Nov., 1940-50. ..425 
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Investment Securities 


Our Investment Department 
will analyze your security 
holdings and make special 
reports as conditions change. 


We will be glad to forward 
our current list of offerings. 


LYMAN D.SMITH & CoO. 


Members New York Stock Exchange 


34 Pine Street 527 Fifth Avenue 
New York New York 


Telephone, John 4100 Telephone, Murray Hill 3700 












































INVESTING BY MAIL 


To meet the needs of investors remote from our offices 


and those who are not in touch with our representa- 
tives, we maintain a Special Department well equipped 


to render Investment Service by Correspondence. 


Our current investment offerings include nine different 
Electric Light and Power Bonds which are available in 


$500 denominations. 


These bonds are well secured by property and earn- 
ings, and may be purchased to yield from 5.38% to 
6.75%. 


Descriptive circulars on request for MW-D9 


ESTABLISHED 1660 


Paine, Wiechber & Company 


BOSTON 
@2 DEVONSHIRE ST 


NEW YORK 
25 BROAD ST 


CHICAGO 
208 LA GALLE ST 
PHILADELPHIA 
ALBANY 
HARTFORD 
MILWAUKEE 


WORCESTER 
SPRINGFIELD 
PROVIDENCE 
DETROIT 


MINNEAPOLIS 
ST. PAUL 
DULUTH 
GRAND RAPIDS 


Members New York, Boston, Chicago, Detroit and Hartford 
Stock Exchanges 


New York Cotton Exchange Chicago Board of Trade 
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TOBEY & KIRK 


Members New York Stock 
Exchange 


Founded 1873 





Accounts 
Carried on 
Conservative 


Margin 





25 Broad St., New York 
208 So. La Salle St., Chicago 











WHITEHOUSE & CO. 


Established 1828 


Stocks and Bonds 
Accounts Carried 

















Ill Broadway, New York 





Members New York 
Stock Exchange 





BALTIMORE 
Keyser Building 


BROOKLYN 
186 Remsen St 


























IMPORTANT ISSUES 


Quotations as 


POG WEGREE 6c cecnscsacecs 3 —10 

_, eer ree 
American Piano ............. 80 —.. 

, aoa wee tediay i ee 
American Type Founders.... 62 — 65 
Atlas Portland Cement....... 58 — 63 
Babcock & Wilcox.......... 135 —138 
DE BO. cccnencheweweewes 110 —112 
Bucyrus, pfd. ....... 100 —105 
0 te re 102 —104 
OE ea ae 115 —117 
Crocker Wheeler ............ 53 — 63 

Sa 95 —100 
Jos. Dixon Crucible...... 136 —140 
Gillette Safety Razor........ *251 —256 


of Recent Date 


Bemperectl Rand .....ccccccces 7110 —120 
New Jersey Zinc....... 161 —164 
Niles-Bement-Pond .......... 54 — SE 
Phelps-Dodge Corp’n. ....... 163 —17( 
Royal Baking Powder.... 119 —125 
Savannah Sugar ....... 37 — 42 

| ase es oer = 90 — 9: 
Sameer Bite, Go. » oo. cccccecs 117 —12) 
Thompson-Starrett .......... 60 — 7 
Victor Talking Mach. (New) 160 —17( 
Ward Baking Co. ........... 140 —15 
8 ee ee F150 —152 
Lawyers Mtg. ........ .-T155 —165 


*Listed on N. Y. Curb Exchange. 
+Ex-Dividend. 





Three Features 


HE over-the-counter market during 

the fortnight was featured by 

strength in Ward Baking and Singer 
Manufacturing stocks. Offerings of Ward 
were practically withdrawn from the 
market, although the price bid for the 
stock was moved up from 120 to 140. A 
few scattered sales were reported between 
140 and 150, the prevailing quotations at 
time of writing. 

Ward's remarkable record has _ been 
brought out in previous issues of this de- 
partment, and the stock can undoubtedly 
be ranked as one of the best type over- 
the-counter investments. For those who 
purchased the issue as an income producer 
on this department’s recommendation sev- 
eral months ago, the recent rise has re- 
sulted in very substantial profits. 


Singer Manufacturing 


Singer Manufacturing gained about 5 
points, reflecting the increased business 
the company is doing, which led to in- 
creasing the working output of the big 
New Jersey plant last September. 

Singer is one of the numerous world- 
known organizations whose shares are 
dealt in in the over-the-counter market 
which does not publish carnings state- 
ments. Hence, it is not possible to form 
a decided opinion as to the merits of the 
security, unless reliance is placed chiefly 
on the presumed size of the sewing ma- 
chine market and the fact that Singer has 
an output of over 1 million machines a 
year. The company has an unusual divi- 
dend record, payments since 1912 having 
been : 


1912. .$13 1916. .$ 9 
1913.. 16 1917..$10 and $1 extra 
1914.. 12 1918.. 10 
1915.. 8 1919.. 10 


In 1920, three quarterly dividends of 
$1.25 were paid. The dividend for the 
fourth quarter of 1920 was paid in francs 
to the then value of about $1.80 a share, 
making something over $7 per share for 
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the year. The year 1921 saw three quar- 
terly dividends of 20 francs each paid and 
one dividend of $1.25, making about $5.93 
for the year on the basis of an average 
6.30 for the French currency. The rate 
at the present time is $6 a share, offering 
a yield of only about 5.12% on the present 
asked price of the stock. 

The company is undoubtedly the leading 
world factor in one of the important stable 
industries. Its real estate and plant hold- 
ings are known to be large. It has no 
funded debt, its capitalization being con- 
fined to 600,000 shares of $100 par. To 
earn $10 per share, the company would 
only need to secure a net profit, after all 
charges, of $6 per unit on its machine 
output, which, in a concern of its dimen- 
sions and maturity (Singer's business was 


established over a half century ago) 
should not be over difficult. 
Nevertheles the present is held to be a 


time for the wisest discrimination in in- 
vestment ventures, and absence of official 
information on which to base judgment of 
such stocks as Singer precludes endorsing 
the issue. 


American Type Founders 


American Type Founders, frequently 
specified here as one of the most depend- 
able of the over-the-counter investments, 
has issued 4,394 shares of preferred stock 
representing the unsold balance of an au- 
thorized $3,000,000 issue. The proceeds 
of the sale will go to swell the company’s 
working capital. 

In connection with previous information 
relating to Type Founders published here, 
it is of interest to note the following new 
facts brought out at the time of the 
financing : 

Sales for the fiscal year to August 31, 
1922, were larger than for any other year 
in the history of the company. 

Sales for the first two months of the 
current fiscal year were considerably 
above the corresponding period of the pre- 
vious year. 
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Net earnings, 1918-1922, compared as 
ollows : 
Se cvcetccsesyeneases $446,271 
DE. .siscadsaseeeodavess 518,484 
eee 761,593 
DL. cticumenseeesusens 829,616 
SD a evticinatecuaseade 855,218 
—120 § As of August 31, last, the company held 
—164 Bhe following: 
— 5¢ 7 : 
—17 Current Assets ....... $7,916,497 
—125 Current Liabilities .... 2,236,580 
— & Working Capital ...... 5,679,917 
— 9; 
—12] § \Vhile the publication of these facts 
— 75 Bhould not be interpreted as an endorse- 
—170 Gnent of the security for new buyers at 
—150 Bhis time, nevertheless they bear out the 
—152 fonfidence expressed in the issue a few 
—165 ' iths ago when it was 15 points lower. 
*,* *,* 
Securities and Commodities 
. . 
Analyzed in This Issue 
juar- 
and SONDS— 
$5.93 ees EOGNED.. cccccacscccessceses 212 
Tage Bond Buyers’ Guide............ 214 
rate fe Ree 266 
ring 
sent 
RAILROADS— 
ding Baltimore & Ohio.............-; 215 
able BEER cccdeccccscecetcocesecececs 215 
old- Chicago, Milwaukee & St. Paul.. 216 
~~ New York, New Haven & Hartford 216 
Goes @ Bi cccecnccessece 228 
con- 
To 
ould PETROLEUM— 
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hine Phillips Petroleum Co........... 238 
1en- PONS Ge cccccccsccessosessece 239 
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go) INDUSTRIALS— 
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ea Pittsburgh Coal Co........ eo; 
in- Allied Chemical ............ . 222 
cial American Radiator ............. 222 
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|| Reserve Your January 
| Investments Now 


WE have just accepted and purchased, 
after careful investigation, several unusu- 
ally attractive first mortgage bond issues, 
yielding 6 and 62%, which we are offering 
for immediate purchase or will reserve for 
January delivery. 


These bonds are surrounded by all the 
safeguards of the Straus Plan, which is re- 
sponsible for the record of this House—40 
years without loss to any investor. They 
afford you Straus safety with 6 or62%inter- 
est. Denominations, $1000, $500 and $100. 


We suggest that you act promptly in order 
to obtain just the bonds and maturities you 
most desire. We will gladly lay aside bonds, 
on request, for delivery up to January 15. 
Call, write, or phone for 


BOOKLET D-914 


S.W. STRAUS & CO. 


ESTABLISHED 1882 OFFICES IN THIRTY CITIES INCORPORATED 
Straus BuiLpinc Straus BuILpING 
565 Fifth Ave., at 46th St. 6 No. Clark St., at Madison St. 
New Yorx CuIcaco 


40 Years Without Loss to Any Investor 








© 1922—S. W. S. & Co. 























To Those Investment Firms Who 

Handle Canadian Securities 

The MAGAZINE OF WALL STREET has installed a Canadian 
Department which appears once a month as a regular feature. 


This Department is rapidly becoming the market place for Canadian 
securities in the United States, as it is read by 100,000 investors 
seeking advice on the placing of their surplus funds. 


Our issue of December 23rd will carry this Department. Final 
forms close on December 18th. An early reservation will secure a 
preferred position for you. 


Address Advertising Dept. for additional information 


MAGAZINE OF WALL STREET 


42 Broadway New York 

















for DECEMBER 9, 1922 





























ESTABLISHED 1856 


H. HENTZ & CO. 


Commission Merchants and Brokers 


16-22 WILLIAMSTREET 55 CONGRESS STREET 
NEW YORK BOSTON, MASS. 


Execute Orders for Future Delivery 
COTTON 
On the New York, Liverpool and 
New Orleans Cotton Exchanges 
COFFEE & SUGAR 
On the New York Coffee and 
Sugar Exchange, Inc. 
COTTON SEED OIL 
On the New York Produce Ex- 
change 
GRAINS & PROVISIONS 
On the Chicago Board of Trade 
STOCKS & BONDS 
On the New York Stock Exchange 
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Members of 


N. Y. STOCK EXCHANGE 
N. Y¥. COTTON EXCHANGE 
N. Y. COFFEE AND SUGAR 

EXCHANGE, INC. 

N. Y¥. PRODUCE EXCHANGE 
CHICAGO BOARD OF TRADE 
Associate Members: 
LIVERPOOL COTTON ASSN, 




















Established 1880 


James E. Bennett 


& Co. 


MEMBERS 


York Stock Exchange 
York Cotton Exchange 
New York Produce Exchange 
New York Curb Market 
Chicago Stock Exchange 
St. Louis Stock Exchange 
Chicago Board of Trade 
Kansas City Board of Trade 
St. Louis Merchants Exchange 
Minneapolis Chamb. of Com. 
Winnipeg Grain Exchange 


New 
New 


Winnipeg 
New York—PRIVATE WIRES—Denver 
New Orleans 


LISTED & CURB STOCKS—ODD LOTS 
DENVER OIL STOCKS 


332 S. La Salle St., Chicago 


BRANCHES 


Memphis. Tenn. 
Mendota, Ill. 
Mexico, Mo. 
Milwaukee, Wis. 


Quincy, Illinois 
St. Lous, Mo. 
Sioux City, ny 
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MARKET STATISTICS 














N. Y. Times 
N. Y. Times Dow, Jones Avgs. -—50Stocks——\ 

40 Bonds 20Indus. 20 Rails High Low Sales 
Monday, Nov. 20............ 78.62 95.82 86.11 84.48 83.56 611,626 
. DN, Bliéccvenecedene 78.55 95.59 85.83 84.64 83.70 639,851 
Wednesday, Nov. 22.......... 78.52 94.29 84.33 84.07 82.04 1,002,08 
le ee. eee 78.42 94.08 83.70 82.82 8..48 895,960 
Priday, Nov. 2b......cccccsee 78.49 94.10 83.46 83.05 82.00 698,673 
Se . eer 78.38 92.78 82.58 82.32 80.89 524,275 
of ror rr ee 78.15 92.03 82.17 81.76 80.02 1,112,644 
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Wednesday, Nov. 29.......... 78.39 94.65 84.56 83.46 82.05 842,104 
TeereGey, Nov. DD...<sccccese Rae BhEiwvwa Fz 
NN NS ila dann caged 78.72 95.73 85.56 $4.48 82.43 853,125 
Se eee 78.89 95.91 85.86 84.88 84.33 467,141 
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| BANK RULINGS AND DE- 
CISIONS 
































(Continued from page 244) 





\:lanta case, after its return, consists of 
ertain findings in that case, based upon 
particular facts. In so far as such 
indings may conflict with what I have 
he'd herein I am unable to follow it. 


The only thing that has given me any 
concern in this case is plaintiff's delay in 
asserting its rights. No explanation is 
given of this. Possibly it thought that it 
would be able to wear out the defendant 

ik in the long run. But it is not un- 
likely that, under the influence of the de- 

on of the lower courts in the Atlanta 
case, it thought that the defendant bank 
had the right to make collections as it did 
and was not advised to the contrary until 
the Supreme Court reversed those de- 
ci ions. It was shortly after such reversal 
that this suit was brought. I cannot, how- 
ever, make out from this delay any reason 
viy defendant bank should be permitted 
© continue to make collections in this un- 
lawful manner. The motion, therefore, is 
ustained. A preliminary injunction is 
granted, restraining defendants from con- 
tinuing so to make collections of checks 
drawn on plaintiff and the defendant bank 
from advertising that it will collect such 
checks free of charge and from doing 
anything else for the purpose of coercing 
plaintiff to remit at par.” 





WHAT’S AHEAD FOR THE 
UTILITIES 
(Continued from page 237) 








25c an hour in 1917 to around 50c. This 
s for common unskilled labor. 


While oil prices may fluctuate slightly 
upward, there is every indication that coal 
prices will come down in the near future. 
Gas companies making contracts for 1923 
deliveries report substantial reductions of 
1922 prices. 


Telephone and Traction Companies 


There is little to be said about the tele- 
phone companies whose earnings are bet- 
ter stabilized than any other group of 
public utility companies. Cost of new 
equipment is still far above that of pre- 
war days, but should eventually work 
lower. Rate advances have been general 
throughout the country. 


It is among the traction companies that 
the greatest hardship was shown and 
which still are having the greatest diffi- 
culty, The reason for this is to be found 
in the fact that rates have not advanced 
in the same measure as operating costs, 
but primarily because of the inability to 
gt labor costs down. The labor item 
with a traction company, constitutes from 
4° to 60% of total expense. The answer 
is that wages are about 100% ahead of 
what they were a few years ago. The 
division of operating expenses by items is 
shown in the following table. Figures 
are furnished by one of our largest sys- 
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© Turn THe SPOTLIGHI 
ES AUR BUSINESS 





REDUCTION 
OF RISK IN 
INVESTMENT 
PRODUCTIVENESS 
AND PROFIT IN 
MANAGEMENT 


























time when careful management and sound judgment 

were so vital as they are today. Failure after failure has 
been recorded in the daily press—many of the country’s largest 
and supposedly sound concerns going down to defeat at the 
very dawn of prosperity. Post-war conditions? Perhaps. 
Undue inflation? Possibly. Financial difficulties? Fre- 
quently. Poor management? Undoubtedly! 


The obvious answer may be found in any one or all of 
these. Other reasons may have been responsible in whole or 
part. But no matter what the cause, the effect was—Disaster, 
Yet there was one thing that could have prevented these busi- 
ness tragedies—one factor that can save YOUR business if it 


is slipping from your grasp. That is UNDERSTANDING. 


Don’t be too sure you understand YOUR business. Very 
few of us do until that knowledge has been forced upon us by 
bitter experience. What YOU need is facts—facts that give 
a definite understanding of your problems, be they manage- 
ment, production, marketing or financial. No matter what 
they are you must disclose them. Turn the spotlight on your 
business and look into the dark corners. Then you'll have 
found the fundamental solution—and the key to progress. 


AN AVRAM REPORT makes that solution possible. 
It not only gives you a true picture of the mechanism of your 
business, but turns the mystery of that mechanism into a simple, 
workable formula for operation along lines that are sound, 
progressive and PROFITABLE. It lays down a constructive 
program based on a study of your product and market. It 
discovers the weak spots and shows how to strengthen them; 
it presents facts as they are—good or bad—and does it in a 
clear, concise, understandable manner. 


AN AVRAM REPORT is vital, but AVRAM RECOM- 
MENDATIONS are invaluable. For it is on these the future 
of your business depends. Avram recommendations cover 
product, design, manufacturing, competition, personnel, adver- 
tising, sales, markets, costs, inventories and credits. Avram 
service is personal, practical, confidential and REASONABLE. 
Between the nominal fee that makes this service available and 
the actual dollars and cents results that come through utiliza- 
tion of that service, there is an opportunity no sound-thinking 
executive will ignore. 


N ‘time in the history of industrial enterprise was there a 


The Story of Avram Service is told in a timely 
booklet, “Science in Industry,” 26 pages of 
vital information and yours for the asking. 


M.H.AVRAM & COMPANY 
Management and Industrial Engineers 


360 MADISON AVENUE, NEW YORK 

















Utilities Power 
Company 


First Mortgage Series A 6% Bond 
Due November 1. 1942 


First lien on property located 
about 100 miles from Boston. 


Net earnings estimated at two 
and one-third interest 
requirements. 


times 


We recommend these bonds for 
investment. 


Price 9534 ard accrued 
interest to yicld 6%4% 


Descriptive circuia: on request 


Richardson, Hill & Co. 


Established 1870 
50 CONGRESS ST., BOSTON 
COPLEY-PLAZA HOTEL 


PORTLAND BANGOR 
NEW HAVEN: 


Members New York, Boston and Chicago 
Stock Exchange 























CANADIAN 


Securities 








The vast natural resources of 
Canada, her immense water 
powers, her gold and silver 
mines, her great wheat-growing 
areas, have just begun to be 
developed. 


Canada is one of the most 
richly endowed countries in the 
world. Her national finances 
are sound; her provinces and 
municipalities are prosperous; 
her industries are thriving. 


Investment in Canadian Govern- 
ment, Municipal and Co:pora- 
tion securities is bringing rich 
returns to thousands of United 
States investors. 


Let us send you our selected 
list of Canadian offerings and 
tell you how you can increase 
your investment income in this 
remunerative field. 


Graham Sansoné (a 


LIMITED 
INVESTMENT BANKERS 


TORONTO, CANADA 








tems operating in a metropolitan district 
and may be considered typical: 


DIVISION OF OPERATING EXPENSES 


Operation of cars. ...ccccccccccccces 45% 
Maintenance of way structure........ 15% 
Maintenance of equipment..........- 16% 
ee eee 12% 
Compensation (accidents)..........++ 6 

DEE naudcdodsnentencaextenescee 6% 


Average wages throughout this country 
range from 45 cents to 70 cents an hour, 
whereas in pre-war days around 30 cents 
was considered average. The labor item 
should continue at its present level for 
some time to come. With the exception 
of isolated instances, the situation is still 
poor but should show slight improvement 
in the near future. 


Conclusion 


30th gas and electric companies this 
year give indications of showing good 
earnings generally. This may be followed 
by agitation for rate reductions next year, 
but in view of more scientific handling of 
rate questions and less political inter fer- 
ence, these companies seem to be assured 
of good times ahead. Advantages of large 
expansion programs should be seen in 
future earnings. Many dividend increases 
will probably be forthcoming, but in the 
present irregular state of the markets for 
securities, the investor should confine 
himself to high-grade issues, both stock 
and bond. 

The traction companies generally are 
still in the speculative class, but investiga- 
tion will show some good opportunities 
among companies which next year should 
do better. Chances are that it will take 
the traction companies several years to get 
back to where they were five years ago. 





ARE COAL STOCKS GOOD 
INVESTMENTS? 


(Continued from page 221) 














tributing their earnings. In the mean- 
time, better investment opportunities 
can be found elsewhere in the stock 
list. 


ELK HORN CC.L CORPORA- 
TION 


Negotiations for Purchase With Ford 
Motor 


LK HORN COAL CORP., INC, 

common stock has been quite active 

recently as a result of reports that 
the Ford Motor Co. is negotiating for its 
purchase. This puts this company in a 
class by itself. The purchase by Ford 
might prove of great benefit to the com- 
pany, but on the other hand, Ford has 
shown little sympathy with fellow stock- 
holders. He is the type that likes to be 
the sole owner. It is likely, however, 
that Ford’s purchase may be limited to 
coal lands. 

Elk Horn has a funded debt of $6,773,- 
000 and the capitalization consists of 
$6,000,000 non-cumulative preferred, par 
$50, and $12,000,000 common, par $50. 
The preferred participates with the com- 
mon after the latter has received 6%. 
The common has not received dividends 
since 1919, Last year the preferred divi- 
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dend was not earned but was paid out of 
surplus. 

The company’s properties are located ir 
West Virginia and Kentucky. In the 
latter state the company has nearly a 
billion tons in reserve and the life of the 
mines is estimated at several hundred 
years. The company has also several gas 
wells, the product of which is sold to the 
Louisville Gas & Electric Co. 

The common stock at present prices 
of around 22 is in a purely speculative 
position. It is cne of the least attrac. 
tive of the coal producers and would 
not have enjoyed its recent extensive 
advance were it not for the negotia- 
tions with the Ford Motor Company. 


POND CREEK COAL 


OND CREEK COAL CO.’S earn 

ings are running at a high rate 

This company has a funded debt of 
only $280,000, which it has offered to re- 
tire at par, and a capitalization of $2,129,- 
200 common stock, par $10. This stock, 
as of December 31, last, had an equity i 
net tangible assets of $32.19. The com 
pany’s production for this year will be 
just a little short of the high record mad: 
in 1918, and will probably approximat« 
950,000 tons. Earnings for the first nine 
months of this year amounted to $607,020 
equal to $2.85 a share on the stock. For 
the full year they are estimated at over 
$4 a share or over 40%. In other words 
this will be a record year in so far as 
earnings are concerned. The shortage of 
cars has held the company back some- 
what, or earnings would have been even 
larger. 

The stock at current price of 18 is 
not unattractive considering the dem- 
onstrated earning power of the com- 
pany. At this price the stock, which 
pays $150 a share annually in divi- 
dends, returns nearly 9%. 


GLEN ALDEN COAL 
HE Glen Alden Coal Company’s 


stock has not yet been listed on the 
~" New York Stock Exchange. Thi 
company was owned by the Delaware 
Lackawanna & Western R. R. It wa 
organized in 1866 and purchased by the 
Lackawanna two years later. Its proper 
ties were incorporated into the other 
anthracite holdings of the Lackawanna 
but the charter was kept alive, and wher 
the Lackawanna’s coal properties wert 
segregated, this charter was used for the 
purpose. The suggestion was brought 
about by the sale to the Glen Alden Coa 
Co. of the anthracite properties of the 
Lackawanna for $60,000,000. The Lacka 
wanna accepted Glen Alden’s bonds for 
the purchase price. The capitalization o 
Glen Alden Coal Co. was increased t 
846,000 shares of no par value, and thes« 
shares were offcred to Lackawanna stock 
holders at $5.00 a share on the basis of | 
share for each share of the Railway Com 
pany’s stock held. At the same time, Gle1 
Alden was merged with the Diamond 
Anthracite Coal Co. 

The anthracite coal properties of Glen 
Alden are located in Luzerne and Lacka- 
wanna counties, Pennsylvania, and are 
estimated to contain 300,000,000 tons of 
unmined coal. Recently, however, R. V. 
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Norris, a prominent coal expert of 
Scranton, has stated that the actual coal 
eserves are about four or five times the 
stimate given above. A banking group 
ecently offered a block of 19,000 shares 
f this company’s stock at $58 a share. 
This company has not been operating a 
sufficient length of time to determine its 
real earning power. For the first six 
months of this year earnings were esti- 
mated at about $3,000,000, or over $2 a 
share on the stock for that period. It is 
now selling at about 55. The high was 
3% in September, and the low 42 in 
anuary. At current prices it is un- 
,ttractive considering the low dividend 
rate. 





UNITED RETAIL 
STORES CORP. 


(Continued from page 225) 








erms of the merger, authorized 493,540 
hares of Class A stock. However, as all 
f the United Retail stock was not ex- 
hanged, only about 440,000 share are out- 
tanding. After deducting the $560,000 
lividends on Tobacco Products $8,000,000 
7% cumulative preferred stock, net income 
n 1921 was $1,588,000. It is estimated 
hat Tobacco Products will receive $2,680,- 
00 from holdings of United Cigar Stores 
ommon acquired through control of 

Inited Retail. This estimate is based on 
present rate of 8% for United Cigar 
Stores stock. This will mean earnings for 
the present combination equivalent to ap- 
proximately $10 per share on the Class A 
stock. After paying 7% on the Class A 
tock there will remain a balance equal to 
about $3 a share on the 419,000 shares of 
Tobacco Products common stock out- 
standing. Tobacco Products report for 
5 months ended May 31, 1922, shows earn- 
ngs at about same rate as in 1921. 

It can be seen, therefore, that the Class 
\ dividend requirements under normal 
‘onditions should be covered with a very 
air margin to spare and selling on a 9% 
vasis the stock does not look unattractive 
s a business man’s investment. Under 
resent market conditions, however, its 
mmediate purchase is not recommended, 
or the reason that it is a large and un- 
seasoned issue and is principally held by 
ormer owners of Tobacco Products com- 
non and United Retail Stores common. 
In other words, a large percentage of the 
tock at the present time is probably held 

, speculators rather than investors, and 
inder unfavorable market conditions is 
likely to be thrown over, causing further 
recessions in price. 

Tobacco Products common stock at 
5 is decidedly unattractive in view of 
the fact that the combined earning 
power of the merged companies does 
not show over $3 a share on the basis 
of 1921 figures. Of course, this merger 
may result in a larger earning power be- 
ing developed, but that is something for 
the future to work out, and indications at 
the present time do not seem to warrant 
the belief that there will be any important 
increase in earnings in the tobacco in- 
lustry. In fact, a lower margin of profit 
is looked for in the immediate future be- 
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Worthington Pump HOLDERS of these is- 
Preferred 66 A 99 sues are invited to 


send for our current mem- 


Barn Ss dall orandum discussing an in- 
teresting situation in re- 


. “ 33 
Corpora tion “A gard thereto. 


Virginia- Carolina Kindly ask for MW-29 and 
Chemical specify the issue held. 





NEWBURGER, HENDERSON & LOEB 


Members of New York and Philadelphia Stock Exchanges 
100 Broadway, New York - Telephone Rector 7060 
202 Fifth Ave. at 25th St. 511 Fifth Ave. at 43rd St. 22 W. 33rd Set. 


PHILADELPHIA: 1512 Walnut Street 























Restaurant Revelations 


—— _ 


KNICKERBOCKER GRILL 


BROADWAY at 42nd STREET, NEW YORK 








LUNCHEONS—DINNERS—SOUPERS DANSANT 


Telephone Bryant 1846 








WOODMANSTEN INN 


WESTCHESTER, NEW YORK CITY 


Phone Westchester 3634-3872-3626 JOSEPH L. PANI 


























Hydro-Electric 
Light and Power 
Securities 


We are specialists in high- 
grade listed and unlisted 
securities. 


public utility 


Offerings, quotations, and 





analyses on request. 





Send for our “Service” Booklet 





BAKER, YOUNG & CO. 


50 Congress Street 
. Boston, Mass. 


Philadelphia Springfield 








MAIL 
INVESTMENT 
SERVICE 


Our Mail Investment Department 
keeps in touch with each one of 
our out-of-town customers and 
helps him select investments most 
suitable and desirable to one in his 
circumstances. 


Many investors maintain a personal 
correspondence with our statis- 
ticians and in that way keep in 
close contact with changing market 
conditions. 


If you live out-of-town there is no 
reason why you cannot satisfac- 
torily invest your funds with the 


helpful co-operation of our Mail 
Service Department. 


We shall be glad to mail 
a copy of our Booklet 
“Investing by Mail” 


to those interested, on request 


GRAHAM, RITCHIE & C0. 


Formerly Graham & Miller 
Members New York Stock Exchange 


66 Broadway New York 
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cause of the recent price cutting and the 
severe competition prevailing. 

United Retail Stores in order to pay $4 
per share on its stock would have to re- 
ceive a dividend of 10% on its United 
Cigar Store stock, which at the present 
time is only paying 8%. Should the com- 
pany be dissolved, stockholders will 
receive about 39 shares of United Cigar 
stock for each 100 shares of United Retail 
held. Placing a value of 130 on United 
Cigar Stores as an 8% stock and allowing 
for the dividends recently declared on 
United Retail, this gives a value of 55 for 
United Retail, as compared with a market 
value of 68. United Retail Stores balance 
sheet as of December 31, 1921, showed 
current liabilities to be 1.8 millions in ex- 
cess of current assets, so that the com- 
pany will have little if anything further 
to distribute in assets other than the 
United Cigar Store stock. At present 
levels of around 68, the stock is not in 
an attractive position. 





WHAT DO WE RADICALS 
WANT? 
(Continued from page 203) 











methods to his peculiar requirements. 
The great manufacturing industries have 
proved susceptible of interpretation and 
of discreet adjustment of their out- 
put to demand, because of the largeness 
of their units and their small number. 
Six or seven million farmers cannot very 
well get together and stabilize their indus- 
try. The smaller agricultural commodity 
groups do succeed in doing that very 
thing, but it seems impossible for the 
multitudinous raisers of the staple crops 
to do so. Now, what kind of a public 
policy is it that would let half the nation 
go to ruin and decay for lack of the as- 
sistance that can be supplied to the 
farmer without cost to his fellow citizens, 
wherein they are powerless to help them- 
selves. I say again, this problem is every- 
body’s business. The farmer produces 
and the city man consumes. Disorderly 
production and marketing mean uncer- 
tain consumption. 


Taxation of Surpluses 


Another thing that we progressives are 
for is a revision of Federal taxation. Ex- 
cess profits should be taxed, and the 
surtaxes in the higher brackets increased. 
We did an injustice to the common people 
in the readjustment of our taxes after 
the war. They bear a heavier burden 
relatively than the wealthy classes. We 
have allowed immense sums to escape 
taxation through stock dividends. This 
is a double evil, for it not only encourages 
tax dodging ly those who can afford to 
pay taxes, and shifts the burden onto the 
defenseless; but it builds up an excuse 
for high prices to provide large dividends 
for the dividend stock. Corporation sur- 
pluses must be taxed, too, in the further- 
ance of justice. 

There is nothing that I would do that 
need alarm any investor. I stand simply 
for change of our laws and practices with 
the changing facts and conditions of our 
national life. The real enemy of social 
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peace, economic progress and the reward- 
ing of providence is the man who believes 
that what was good enough for the 
fathers is good enough for us. Sane 
progress means stability; stupid Bour- 
bonism means holding down the lid and 
encouraging explosion. Orderly progress 
is the course we should chart. Some of 
the over-conservative have styled as 
socialists and Bolshevists in North 
Dakota because we erected a state ele- 
vator for the benefit of the farmers. But 
when New York erected three state ele- 
vators for the benefit of the merchants 
it was wise public policy. 

Orderly progress can best be attained 
in a Republic by a party that emphasizes 
progress and by another party that is the 
special guardian of the good already at- 
tained. It is my hope that out of the 
present principleless and leaderless con- 
fusion there will develop an _ honest 
progressive or liberal party that will force 
the conservatives into their own camp 
The people showed in the recent elections, 
and have been showing in numerous ways 
for many years, that they are tired of 
being buncoed by parties that stand jor 
nothing except an itch for power and 
office. All they need is the right sort of 
leadership. Let us hope that it is at hand 


From reading Senator Ladd’s §state- 
ment, which is typical of statements re- 
cently emanating from radical headquar- 
ters in the United States Senate, it is 
apparent that the radical leaders are ex- 
tremely businesslike in their platform. 
They have not minced words. Their 
platform is one of direct action and 
though we may not agree with their 
methods of solving the vast econom 
problems of the day, the radical leaders 
are nevertheless entitled to respect, first 
because of the directness with which they 
have approached these problems anid, 
second, hecause of their growing power 
in the Government. 

It is to be doubted, however, that these 
able exponents of progressivism, are 
strong enough to translate their theorics 
into actual law. This, however, is to be 
seen, as the political panorama unfolds 
itself in the next few months. Whether 
or not, however, the radical platform is 
enacted into law, there can be no ques- 
tion of the important psychological i- 
fluence their parliamentary tactics are 
likely to have’on public opinion and, «s 
reflected thereby, on business and the in- 
vestment markets. It is this latter possi- 
bility which gives most concern to 
thoughtful observers of the situation. 
Certainly any attempt now to repeal the 
Esch-Cummins law, whether successful 
or not, is bound to influence holders of 
railroad securities and any attempt, for 
example, to tax corporate surpluses, 
would undoubtedly have an effect on cor- 
porate policy. Indeed, the latter has a’- 
ready been the case as evidenced by the 
multitude of stock dividends and extra 
disbursements of one sort or another rc- 
cently appearing. National politics, in 
the near future, may have a greate: 
effect on business and investments tha 
it has ever had in the history of this 
country. 
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HOW POOLS OPERATE IN 
THE MARKET 


(Continued from page 209) 








s to the way the operation should start. 
‘he individual operators may, therefore, 
nd themselves long at 50, and within a 
veek or ten days the stock may be sell- 
ig at 45 or lower. The pool manager 
id not guarantee to put it up right 
traight from 50 to 75. He undertook to 
nake a profit; so anyone who makes the 
nistake of following too closely on what 
ire supposed to be the heels of the pool 
nanager, is frequently disappointed. 


Tiring Investors Out 


Assuming that the manager breaks the 
tock down to 45 by first going short of 
it, and then offering it down until he in- 
juces liquidation from outsiders, he may 
keep the stock lying between 42 and 45 for 
several weeks; he may avoid trading in 
it; he may not bid for a single share; 
but as stock comes into the market, pos- 
sibly some of the stock which the pool 
member bought at 50 among the rest, he 
gradually absorbs as much of his line as 
he can secure without advancing the price. 
t is a well-known fact that it is easier to 
tire holders out or to discourage them 
with the long side of a certain stock, than 
it is to shake them out or scare them out; 
hence, a so-called “period of rest and 
quiet” is one in which the pool manager 
is able to purchase a hundred or a few 
hundred shares here and there from time 
to time, until after a while he has not 
only picked up 15,000 or 20,000 shares, 
but he has created a short interest among 
those who have observed the action of the 
stock and are convinced that it is weak 
and going lower. 


Beginnings of an Upward Swing 


Having reduced the market for the 
stock to what is known as a sold-out con- 
dition, namely, where there are no more 
shares to be picked up without raising 
the bid a little, he then quickly bids it up 
to 45, taking any shares that he finds. 
He then makes the stock very active at 
or about that price, and the shorts, see- 
ing this activity, are induced to cover. 
These buyers are then supplied by the 
pool manager who thus takes his first 
profit by selling at a little above 45 a very 
small portion of the stock taken below, 
around 42. While he is selling the news- 
papers begin to talk about increased earn- 
ings, important buying by large interests, 
and this, combined with the activity on 
the tape, is what may be known as the 
first part of the advertising campaign. 

Having filled the demand at this level, 
no more work is done until the stock is 
again offered down to about 43, where the 
manager takes on any stock that is of- 
fered. This enables him to replace all 
or part of the stock which he sold above 
45, and this profit, applied to his total 
holdings, marks down the cost of all. 


(Jn an early issue we will present fur- 
ther interesting facts about pool opera- 
tions.) 
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IMPORTANT DIVIDEND 
ANNOUNCEMENTS 





Am’t Stock Pay- 
in. Rate Declared Record able 


4 Adams E cap stk.... $1.00 Q Li 2-15 12-30 


33 Advance-Rumely pid 7 i OC YQ - 
Alliance Realty (stk) 25% —1 2-15 
Alliance Realty..... 2% 0 1- 16 
Am Glue com....... 1% YQ 8 12-15 

»Albany & Susq..... $4.50 SA 12-15 1-1 

5Am Can com....... $1. 25 iniQ 1-31 2-15 

» Am Can pid........14% Q 12-15 1-2 
Am Locomotive com. 12 %o O 2-13 12-30 
Am Locomotive pid. 144% Q 12-15 12-30 
Am Screw (stk).... DW > ses 
Armour & Co. pid..134% Q 12-15 ~ i 
Am ‘Tobacco pfid....1%%e YQ 2-9 1-2 
Atlantic C Line com3%% SA 12-1 1-10 

2-1 2 


Atlantic Ref (stk)... 900% — 12- 
Baldwin Loco pid... 3! - 
Baldwin Loco com.. 34% 
Buf & Susq. com... 
Buf & Susq. com... $ 
isc Beechnut Pack com. 





$6 Boston Elev com. ° 2 
$7 Boston Elev pfid.. $3.50 SA 12-16 1-2 
$8 Boston Elev Ist pid. $4.00 SA 12-16 1-2 
$8 Bklyn Union Gas.... $2.00 Q 12-15 1-2 
@ Bucyrus Co pid..... 14% YQ 12-20 1-2 
- Bucyrus Co pfd..... %% Ext 12-20 1-2 
~ Bucyrus Co pid....3% accum12-20 1-2 
B ush Ter Blds pfd. -1%% YQ 12-20 1-2 
$7 Cz Thresh Mach... $1.75 Q 12-11 1-1 
1% « ol wrough Mig c.. $3.50 QO 12-12 12-28 
$7 Chesebrough Mfg pid $1. 75 © 12-12 12-28 
$4 Chesape ake & O com $2.00 SA 12-1 1-1 
- Chesapeake & O pid $1. 62% inil2-1 1-1 
C, N O & T P com, 3% SA 12- 5 12-26 
C,NO&TPcom..3%% ext 5 
$6 Coco-Cola com...... $1.50 QO 5 
$7 Coco-Cola pfd...... $3.50 SA 5 


36 Comp Tab & Rec... $1.50 QO 





® Crucible Steel pid... 144% 0 
Cuban Amer S pfd.. $1.75 Q 


— 
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és y .. 


$3 Elkhorn Coal pid... Tic OQ 12- 
$8 Famous-P Lasky com $2.00 QO 12-15 
$6 Gold & Steck Tel... $1.50 Q 12-30 












8% General Electric. .... 2% © 12-7 15 
We Gen Elec ($10 stk). . 1c © 12-7 15 
Gen Motors com. sees BOC 11-27 12- 
$6 Glen Alden Coal. - $1.50 ini 12- 1 12-20 
$7 Goodrich pfd....... $1.75 Q 12-22 2 
@ G'dy'r T&R pf (Can) 144% O 12-31 10 
i‘% G'dy’r TER p pi (C) 14% O 12-3 10 
Gt Northern P (stk) 200% Q 11-25 12- 4 
$8 Guantanamo S pid.. $2.00 Q 12-15 2 
7% Gulf St Stl 1st pfd..1%% © 12-15 1-2 
1% Hocking Valley..... 2% SA 12- 8 12-30 
$20 Humphreys Oil..... $5.00 QO 11-30 12-15 
- Humphreys Oil (stk) 75% — 11-30 12-15 
Indiana Pipe Line. . $20.00 ext 12- 1 12-30 
~ Ingersoll-R com (stk) 100% — 11-20 12- 5 
- Ingersoll-R com.... e<. ext 12-15 1-5 
$7 Kaufman D Sts pfd.. $1.75 O 12-20 1-2 
-Kellogg SB & S (stk) 5 1% - 12- 1 12-21 
$7 Laclede Gas com....134% Q 12-1 12-15 
- Laclede Gas com. 14% ext 12- 1 12-15 
$5 Laclede Gas pfd. $2.50 SA 12- 1 12-15 
$6 Market St Ry pr pfd $1.50 Q 12-11 1-2 
$3 Montana Power com. 7c © 12-18 1-2 
$7 Montana Power pfd.$1.75 Q 12-13 1-2 
$3 Natl Biscuit new com Tic © 12-30 1-15 
$7 Nat] Enameling pfd. 14% OQ 12- 9 12-30 
$8 Nat] Lead com..... $2.00 O 12-15 12-30 
7% Natl Lead pfd...... 1M% © 11-24 12-15 
$2 Nat! Transportation. Wc © 11-29 12-15 
$4.N Y Air Brake A... S84c* Q 12-11 1-2 
N Y Transit....... $80.00 spl 12- 6 12-30 
S12 N Y Transit........$3.00 QO 12-@ 1-2 
10% North American com 2% % QO 12-5 1-2 
‘% North American pfd.1%% QO 12-5 1-2 
$3 Pacific Oil.......... $1.50 SA 12-15 1-20 
- Packard M C (stk). 100% — 12- 9 12-16 
% Packard M pfd..... 14%% QO 11-29 12-15 
8% Pitts Plate Glass com 2% Q 12-15 12-31 
- Pitts Plate Glass com 5% ext 1-5 1-20 









‘or DECEMBER 9, 1922 


- Pitts P Glass (stk)..30% — 


$8 Pub S C of N J com. $2.00 Q 12-15 12-20 
$8 Pub S C of N J pfd.. $2.00 QO 12-15 12-30 
8% Pure Oil 8% pfd.... 2% Q 12-15 1-1 
i% Pure Oil 6% pfd....1%% Q 12-15 1-1 
'% Pure Oil 5% pfd....1%% Q 12-15 1-1 
8% Ry St Spring com... 2% Q 12-16 12-30 
- Reynolds R J com... 334% — 12- 1 12- 2 
Schulte R Sts com... $5.00 — 12-15 12-29 

8% Schulte R Sts pid... 2% Q 12-29 1-2 
$7 Sears-Roebuck pfd.. ‘$1.7 Q 12-15 1-1 


* Declared for portion of quarterly period. 
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lhe Worlds Most Beautiful est Hote! 
Cast Care Aside!!! 


Come to Atlantic City for rest and recreation. This is the most 
glorious season of the year in The-City-of-Sunshine by the Sea. 


A week, or even a few days, at The Ambassador, will do you as 
much good as an ocean voyage. America’s great thinkers and doers 
come here throughout the fall and winter to relax, to play, to get 
inspiration. 


The salt sea ozone — crisp, sparkling, wine-like — is a wonderful tonic. 


The Ambassador’s Ocean Decks 


Exhilarate like those of a liner. 


The golf season is at its height during November and December 
Ambassador guests have the privilege of two 18-hole courses. 


Eight hundred outside rooms, each with private bath; fresh and salt 
water. Single rooms, $5.00 upward; double rooms, $8.00 upward. 


Only sea-water swimming pool under hotel roof in the world, 
charge of champion woman swimmer, who instructs guests. 


Write for booklet and floor plan. 


THE AMBASSADOR HOTELS SYSTEM 


The Ambassador New York City The Ambassador Los Angeles 
The Ambassador Atlantic City The Alexandria Los Angeles 


INVITE NT 











Keep Your Job and Make More Money 


Write for the plan TODAY 
Address the Subscription Department 


The MAGAZINE of WALL STREET 


42 BROADWAY, NEW YORK 
































This Book Will 
Help You Place Your 
Money Safely 


“How to Select Safe Bonds” is a book of ex- 
ceptional interest. It is worth reading by all 
who have money to invest. It points the way 
to safe investing, and shows how to make 
sure of always getting interest and principal 
promptly when due. 

Thirty-seven years of service without loss to a 
customer—a service not only to the individual in- 
vestor, but tothe great insurance companies as well 
—such is the experience out of which this booklet 
is offered to you. 

Send for it now. Mail the coupon. “How to Select 
Safe Bonds” will come to you by return mail. 
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REAL ESTATE SECURI- 
TIES AS INVESTMENTS 
(Continued from page 213) 











curities which may be -guaranteed by a 
company in proportion to its capital and 
surplus. No such regulation exists in this 
country unless it indeed be in the charter 
of the guaranteeing company. The char- 
ter of one of these institutions, for ex- 
ample, permits it to have outstanding 
guarantees of ten times its capital and 
surplus; in another case the figure is 
tweny times; and a third company has no 
charter limitation whatever. 

It can readily be seen that this practice of 
handling mortgages through a title com- 
pany or mortgage company represents a 
real improvement, but does not cure all the 
defects inherent in the ordinary mortgage 
loan. If the investor asks, “Will the 
mortgage be paid when due?” no one can 
answer him with any certainty that it will. 
As a matter of fact, in most of our cities 
a majority of borrowers regard a mort- 
gage as a sort of permanent loan. They 
renew and renew and renew at the ex- 
piration of each three or five-year period, 
and if the investor demands all or part of 
the actual cash for the principal of his 
investment this can be obtained only by 
calling on other resources of the bor- 
rower or by assigning the mortgage to 
some other lender, paying the old lender 
with the proceeds. 


Over-Due Loans 


There is another common practice in 
the mortgage field: loans frequently are 
deliberately allowed to become overdue. 
This is especially true of loans made by 
savings banks. Instances are common of 
mortgage loans remaining overdue for 
many years, the borrower paying the in- 
terest regularly but having no idea of 
paying his principal in whole or even in 
part. Those who defend this practice say 
that the investor has, in effect, a demand 
loan, and is in a position to call on the 
borrower for the principal at any time. 
If he does so, however, he usually finds 
that this demand loan is secured by un- 
liquid collateral and that unless the bor- 
rower is able to obtain funds from other 
sources he must go through all the delays 
and vexations of foreclosure before ob- 
taining his principal. 

In the case of guaranteed mortgages it 
is exceptional to find the principal paid on 
the due date, the delays in payment com- 
monly running from a few days to some 
months. If the investor is not in a hurry 
for his money and has not planned to use 
it for some pressing need, this represents 
no real hardship. But if, for example, he 
is expecting the mortgage to be paid on 
the date due and plans to use the money 
to meet a maturing obligation, he might 
readily find himself in difficulty. 

Returning to the unguaranteed mort- 
gage it should be said that from the stand- 
point of sound finance the ordinary mort- 
gage loan is not on the most desirable 
basis. Its principal safeguard is fear of 
foreclosure or actual foreclosure itself. 
In many instances the property securing 
a mortgage will not be producing enough 
net income even to meet the interest. and 






in such cases, of course, the borrower 
must use other funds to meet his obliga 
tions to the investor. 

In ordinary times it usually happens 
that a forced renewal of a loan is no rez! 
hardship to the investor and he is content 
enough to renew for about the san 
amount as the old mortgage, being satis 
fied to receive his interest regularly. But i 
unfavorable periods when money is tig] 
and in eager demand, and hundreds ar 
perhaps thousands of mortgage investo 
want their actual cash capital back, 
hardship is bound to be worked on som: 
one. Here there is a clash of two oppo 
ing interests—the borrower wants a r 
newal, the investor wants cash. If the 
borrower wins, the loan is renewed an 
the investor must look elsewhere to fin 
the money to meet pressing needs. If tl 
investor wins and calls the loan, the har 
ship is on the other foot, and the bo 
rower must find the money somewher 
through some source or other, to meet tl 
lender’s demand. 

When this one incident is multiplic 
several thousand times over, as has hay 
pened many times in pediods of stress i 
our large cities, the resultant damage 1 
the real-estate market is severe enoug! 
Foreclosures multiply, entailing losses t 
borrowers and delay, vexatious legal pri 
ceedings, annoyance and expense, befor 
at last investors can place the foreclos« 
properties on the auction block and ol 
tain the actual cash. In case mortgag 
loans are renewed in such periods « 
stress it often happens that borrowers ar: 
charged rates for renewal which in th 
past have been denounced as exorbitant. 


Function of Guaranteed Bonds 


It is just such conditions that the guar 
anteed mortgage undertakes to meet. Th 
holder of a guaranteed mortgage has a 
security not only full value of the proj 
erty, but the bond of the owner, and o 
top of that, the guaranty of the issuin 
company. This undertaking to guarante 
is an obligation similar to that assume 
by insurance companies which guarante 
to pay a beneficiary a certain amount un 
der conditions named in a policy, an 
while it is claimed that half one per cent 
out of a 5%4% or 6% interest rate is a lil 
eral percentage of the income and a high« 
rate than that of an ordinary insuranc 
policy, there is a wide difference in th 
amount and character of services ret 
dered and risk assumed by the guarantec- 
ing company. 

Turning back from practice to theory, 
it will be seen that there are two highly 
important features of the mortgage loan- 
first, the legal end; and second, the rea 
estate end. And here complications aris 
In the simple form of mortgage, its chic 
safeguard lies in the fact that the value 
of the mortgaged property is in excess o! 
the amount of the mortgage. But real es- 
tate, like all other commodities, has a spec 
ulative side, and at times a highly specula- 
tive one. It is difficult enough to buy real 
estate with a fair certainty that ones 
property will increase in value so that in 
three or five years hence one can sell «t 
a profit. Neighborhoods are subject to 
depreciation through changing condi- 
tions. Improvements become outworn or 
obsolescent. Many factors may influence 
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adversely the future values of real es- 
tate. So it has been the common prac- 
tice among mortgage lenders to insist 
that the equity or margin of safety, rep- 
resenting the difference between the 
mortgage and the value of the property, 
be large enough to permit the lender to 
pay off the loan through foreclosure and 
forced-sale, even if heavy depreciation in 
the value of the property itself had taken 
place. 

This gradually crystallized into the 
common practice of measuring the safety 
of the loan by the percentage which it 
represented in relation to the value of the 
property mortgaged. Many critics claim 
that this is only a rough yardstick and 
the best that can be said about it is that 
it is better than no yardstick at all. The 
amount regarded as safe is, of course, a 
matter of opinion and diverse opinions 
have been formulated into diverse laws 
governing the matter. For example, in 
New York State, savings banks are lim- 
ited to 60% of the value of the property 
and trustees to 6634%. This, however, is 
not sufficiently conservative for many 
states, for a limitation of 50% on sav- 
ings-bank mortgages is common enough. 

The guaranteed mortgage faction claim 
that the intrinsic value of a property and 
the future trend of lots in that territory 
are determining factors in lending, as evi- 
denced by the fact that some loans on va- 
cant property have proved to be safer 
than those on property improperly or 
over-expensively improved, and that some 
loans on old property are better than 
some loans on new properties, although 
it probably will hardly be disputed that 
as a general rule improved property is 
a better basis for a loan than vacant prop- 
erty, and that new improvements are bet- 
ter than old. 

The first mortgage bond people contend 
that it is easy to make a fetish of the 
percentage of value loaned, and, as a 
matter of fact, this percentage figure is 
responsible for an amazing lack of clear 
thinking in regard to mortgage securities. 
Also that there is some justification for 
a percentage figure in the case of small 
mortgages; that it would be safe, for ex- 
ample, to make a loan of $2,000 on a 
$3,000 property—a 66% loan with an 
equity of only $1,000 to safeguard the in- 
vestment. But, they claim, when the loan 
is larger, the percentage of equity need 
not necessarily be so great. In the case 
of a loan of $70,000 on a property worth 
$100,000, there is a 70% loan; and that 
this is likely to be much safer than the 
66% loan safeguarded by an equity of 
only $1,000. In the larger loan there is 
an equity of $30,000, which naturally is 
much less easily dissipated than the one 
of the smaller amount. The loan is a 
sounder and better one although the per- 
centage is actually greater. Moreover, the 
$100,000 property obviously is likely to be 
in a better neighborhood with more solid 
real-estate values and with improvements 
of a higher character in every way. 

The guaranteed mortgage people refer 
to their statistics as proof that small 
mortgages on houses occupied by their 
owners, where the houses are not rented, 
are the safest mortgages to guarantee, 
and that the small unit at 60% has proven 
safer than the large unit at 70%. They 
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assert that during the great real-estate 
depression from 1907 to 1911 (and it was 
very great) on the outstanding guaran- 
teed mortgages of a large company oper- 
ating in Brooklyn and Queens County, 
which mortgages averaged $6,000 each, 
the total losses were only one-third of the 
losses on one-third as many mortgages 
under guaranty in the New York City 
boroughs of Manhattan and Bronx where 
the average amount of the guaranteed 
mortgage was between $25,000 and $35,- 
000. 

It is difficult enough to ascertain or ap- 
proximate the value of any property. Any 
one who has ever tried to sell a house 
knows it. If you hold the property at 
$10,000, you may receive offers of only 
$8,500 for it, and this difference of $1,500 
represents the difference between the buy- 
er’s and the seller’s appraisal. Assess- 
ment for taxation is no guide whatever 
because assessments are notoriously in- 
fluenced by political and personal consid- 
erations. The sale price of similar prop- 
erty in the same neighborhood is a guide, 
but only a guide, because a sale of real 
estate is always a conflict of wits and the 
sale price may represent either an in- 
flated value or a cheap bargain. Valua- 
tions of experts differ widely according to 
the temperament and temper of the va- 
rious appraisers, their theory and meth- 
ods of appraisal and their hypotheses of 
the trend of values and the future of the 
neighborhood in which the property is lo- 
cated. In a recent condemnation suit in 
the West, appraisals of property by quali- 
fied experts presented to the Court of 
Equity represented a variation of more 
than 20% between the high and the low 
valuations. 

The text-books contain ingenious sys- 
tems for appraisal which undoubtedly are 
helpful, but in the long run any appraisal 
of the property is simply an expression 
by an individual of opinion of its value. 
When we speak of a two-thirds loan on a 
piece of property, we speak of a loan that 
may be actually as low as 60% or as high 
as 75% of the value. In any event, it is 
wise for the investor who contemplates 
the purchase of a mortgage, a first mort- 
gage bond or a guaranteed mortgage to 
inspect the property securing the loan and 
obtain an opinion of its value from inde- 
pendent sources. Furthermore, every in- 
dividual engaging in any of these forms 
of investment should, wherever it is pos- 
sible, not only examine his mortgage 
whether it be guaranteed or not, but he 
should, wherever practicable, obtain an 
unbiased opinion as to the circumstances 
surrounding the loan, including not only 
an estimate of the value but of the per- 
centage loaned thereon, the trend of prop- 
erty values, the income from the property 
if any, and other facts which would indi- 
cate the soundness of the obligation as an 
investment. Loans on property with old, 
depreciated and rundown improvements, 
producing a low rate of income in rela- 
tion to the value of the property—per- 
haps insufficient to meet the interest 
charges—such loans, guaranteed or un- 
guaranteed, should be avoided. Every 
mortgage should be a safe and desirable 
investment, on its own merits, irrespective 
of any guarantee. 

Location is one of the prime features 


influencing the value of real estate, and, 
in consequence, the safety of a mortgage 
loan upon it. Experienced lenders know 
that there are certain lines and trends of 
a city’s growth which, because of a varie- 
ty of circumstances, are stabilized for 
many years to come and whose trend in 
values is certain to be upward rather than 
downward. Conversely, there are “air 
pockets” elsewhere—districts whose char- 
acter is not firmly fixed and which at any 
time might be subject to depreciation 
The old retail department store district 
in New York City is one of this charac- 
ter. With the building of the subway and 
the improvement of transportation lines 
uptown, the department stores left almost 
in a body, with a resultant drop in real 
estate values which many mortgage in- 
vestors recall to their sorrow. Then 
there are districts which are distinctly 
on the downgrade, and here, of course, 
it is dangerous to lend money however 
small the percentage of the value of the 
property. 

Any one who contemplates the purchase 
of a mortgage, guaranteed or unguaran- 
teed, should remember that the mortgage 
must stand on its own feet. The investor 
should, if possible, examine the property 
and satisfy himself that it is modern, in 
good repair, earning a satisfactory in- 
come, well located, and with an ample 
margin of security. He should make 
certain that the loan is safe, irrespective 
of any guarantee, for it is not in accord- 
ance with sound financial principles to 
look to an indorsement of a note for 
one’s principal assurance of safety. 

(The next and concluding article will 
go more into details regarding first mort- 
gage real estate bonds.) 





FOUR FINANCIALLY 
WEAKENED RAILROADS 
(Continued from page 216) 





Medically speaking, we would diagnose it 
as a “swelling of the overhead,” corre- 
sponding to the dangerous human disease 
of cancer. Sooner or later the swelling 
must be removed or the patient will die. 

For four years now New Haven has 
fallen far short of earning its fixed 
charges. This year will add one more to 
the collection. For three of the four 
years the road was protected by a 
Government Guarantee, but last year the 
road had to further impair its capital in- 
vestment when earnings fell short of fixed 
charges by 14.1 millions. At the end of 
1921 New Haven’s profit and loss deficit 
had mounted to 46 millions. Not only did 
the road have its back to the wall in order 
to meet interest payments, but was con- 
fronted with the additional problem of re- 
funding maturing obligations. This time 
the Government stepped in as the volun- 
tary life saver of the road. Receivership 
was temporarily avoided. Loans were ex- 
tended to take care of interest payments 
and maturing bonds, aggregating 29.5 mil- 
lion dollars. Through its arrangement 
with the Government New Haven was 
able to pay off 10% of the principal of the 
European Loan 4s, due April Ist 1922, and 
extended the balance for three years at 
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7%. This plan was accepted by the bond- 
holders. 

Temporary cures, however, will not 
liminate the disease. New Haven is ina 
veak position and has been for a number 
f years, and will continue so until there is 

readjustment of the capitalization. The 
urden is too great for the road to carry 
nd until it is lightened it will never be 
rosperous. Its financial condition is ex- 
emely weak and there is little likelihood 

the road being in a position to take 
ire of the maturities of the next three 
ars in any better fashion than it did this 
ar. Its credit rating is almost nil and 
ust continue so under present conditions 

d with a 46 million dollar book deficit. 
Of the total capitalization of the road 

er 66% consists of funded debt and if 

ckholders are ever to see their invest- 
ent enhance in value this funded debt 

ill have to be scaled down considerably 
id a financial position established which 
ill not leave the road in constant danger 

receivership. Along these lines alone 
ves the salvation of the New Haven sys- 

m depend. 


Seaboard Air Line 


Top-heavy capitalization and indifferent 
sults, due to lack of proper connections 
id insufficient traffic density, tells the 
ry of Seaboard’s troubles. The dis- 
oportionate percentage of bonds to the 
tal capitalization is higher on this road 
an either of the two previous named 
ads and here again a readjustment of 
e capital structure would materially im- 
ve the financial and credit position of 
road. 
\t the present time the funded debt, ex- 
isive of income mortgage bonds, consti- 
te about 70% of the total capitalization. 
terest requirements amount to about 5.5 
illions a year, a sum which has not been 
rned since 1917. The company was able 
pay the interest on the income mortgage 
nds, which amounts to an additional 1.25 
llion dollars, during the period oi Fed- 
il operation because of the Guarantee. 
he road had to discontinue these pay- 
nts soon after the termination of Gov- 
nment Control and the likelihood of re- 
mption of payments on this issue seems 
ry remote under the present capitaliza- 
mn. 
\ readjustment of the company’s finan- 
1 structure would be a boon of inesti- 
ible value for its future credit position. 
1 example, if holders of the junior 
nds were given a new mortgage bond to 
» extent of about 50% of their holdings 
1 say 60% in a new issue of income 
nds or preferred, the premium to in- 
ce the exchange, the fixed charges of 
road could be reduced by about 1.2 
llions per annum. This would greatly 
engthen the road and an assessment of 
mmon stockholders assure it of a strong 
ancial position. With the margin of 
fety over fixed charges thus increased 
1 its credit materially improved bond- 
lders would realize a considerable en- 
ncement in value of their security hold- 
rs, 


Mergers Ahead 


Mergers of railroad companies are be- 
x seriously considered, but stockholders 
less prosperous roads who expect to 
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forward (by telegraph) only our conclusions. This is known as— 


The Trend Letter Trading Service 


The result of our experts’ years of practical experience is found 
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opinion of the organization's experts, certain stocks are in a position to 
advance or decline. The basis of the advice is the supply and demand 
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tion of the immediate course of prices than the news or fundamentals. 
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realize large profits through an exchange 
of their holdings for the stocks of 
stronger systems will have a sad awaken- 
ing. One of the provisions of the Trans- 
portation Act in regard to railroad 
mergers is that actual values of the prop- 
erties, as determined by the I. C. C., will 
be the determining factor in any consoli- 
dation. In other words, an overcapitalized 
road will not be taken in on the basis of 
its book value, but on the basis of actual 
replacement value as determined by the 
Commission. 

It is plain to see that stockholders of 
many railroad companies would fare 
mighty poorly under their present capi- 
talizations. These weak links and unsound 
companies are casting a damper on the 
entire railroad situation and the sooner 
they are reinforced the better it will be 
for all concerned. 
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child after the father’s 
death. 

If the Educational Endowment pol- 
icy includes the Disability Benefit, it 
will yield still another benefit, for in 
event that the insured becomes per- 
manently and totally disabled at any 
time during the premium paying period 
of the Endowment, no further pre- 
mium payments will be necessary, yet 
the Endowment will still be payable in 
full when the child is 18 years of age 
and ready for college entrance. Thus 
under this educational fund, the child is 
guaranteed the cost of a college career 
even if the father dies after but a few 
years’ savings have been put in the fund, 
or if he becomes incapacitated, and, 
through inability to earn his living, is 
unable to meet the yearly payments on 
his Endowment policy. 


immediately 





TRADE TENDENCIES 


(Continued from page 251) 











companies, and, for that reason, too much 
emphasis is likely to be placed upon the 
relatively better showing now being 
made. While it is reasonable to antici- 
pate a greater volume of business in the 
final two months of the year, as a result 
of holiday demand, 1922 cannot be 
classed as other than a fair year for these 
concerns. 

The poor results attained by the mail 
order houses last year were due to the 
farmer’s ability to buy. There has been 
a fair degree of improvement in this 
direction, but prices of agricultural prod- 
ucts generally are not such that the 
farmer will re-enter the market on a 
large scale for some time to come. The 
character of buying reported by the mail 
order companies bears out this statement, 
necessities of life making up the majority 
of sales. 

Chain stores, that is, five and ten cent 
organizations, are in a much better state. 
The policy of economy, adopted by con- 
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force 
to the evi- 
Sales oi 
the Woolworth stores increased 13.3%, 
amounting to 125 million dollars in the 


sumers in 1921, has remained in 
throughout the current year, 


dent benefit of these concerns. 


ten months of 1922, compared with 110 
millions last year, and at the same time, 
Kresge sales increased 15%. These com 
panies should continue to maintain their 
generally prosperous condition. 





TEXTILES 








Production at High Level 


The various branches of the textile in 
dustry show the effect of favorabk 
influences which have been at work i 
recent months. Although the long-drawn 
out labor difficulties caused large losses t 
the companies engaged in the productio: 
of cotton and woolen goods, enforced cur 
tailment of operations was, like the prc 
verbial ill wind, not without some good 
since the possibility of an over-productio: 
of goods was eliminated and mill capacit 
has been called actively into operation t: 
catch up with the waiting demand. 

The mills are now producing at the 
highest rate in two years, a condition tes 
tifying to the remarkable recovery that 
has taken place since they resumed opera 
tions with the termination of the strikes 
in August. Although demand has slack 
ened in all divisions, namely: silks 
cottons and woolens, the halting tendency 
of the past three weeks seems largely in 
the nature of a natura) breathing spell 
after the preceding activity. Meanwhile 
the producers are well supplied witl 
orders which should keep them occupied 
at a high rate for some time to come eve 
without dependence upon new _ business 
The leading factor in the woolen trade is 
running its plants close to a 90% rate. 

Quotations on finished goods in all lines 
have followed the trend of raw materia 
prices upward. In spite of the fact that 
buyers are still reluctant to purchase at 
what they deem unduly high levels, th« 
condition of stocks is such that it is 
largely a question of taking the completed 
article at current prices or doing without 
In other words, the retailers and jobbers 
have no choice in the matter if they wish 
to continue business. 

Raw silk, cotton and wool are tempo 
rarily steady, but the main trend is stil 
upward, and it is therefore to be expectec 
that the finished goods markets will move 
to a higher plane, in due course, in con 
formity with the movement of raw mate 
rial costs. Further gains should, however 
be somewhat less pronounced in view o 
what has already occurred. 

While the textile industry is on the up 
grade, it would be unreasonable to look 
for more than a moderate period of earn- 
ings in the next few months. The 
tendency toward capacity operations is 
favorable to a reduction in overhead ex- 
penses and the increase in selling prices o/ 
finished products is favorable. On_ the 
other hand, raw material and labor costs 
have advanced to a point at which both of 
the foregoing conditions are necessary t 
a satisfactory margin of profits. 
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LEATHER 








Business Slows Down 


[he hide and leather industries are tem- 
arily becalmed, that is to say, there has 
n a marked let-down in the active busi- 
which featured the past few weeks. 
ibtless the current lull in buying is 
gely a natural condition following the 
isfaction of the trades’ more immediate 
ds. The shoe business is evidently 
icted with a sympathetic spell of lassi- 
le since buying interest has waned for 
moment, although production has not 
n affected. 
Trading in hides is quiet, the packer 
riety being particularly dull and prices 
generally soft as a consequence of the 
sened buying interest. Whether weak- 
ss in hides is the principal factor in the 
sier tone of leather or whether recent 
rinkage in demand for the latter has 
ulted in keeping the tanners out of the 
le market, thereby causing recessions in 
former, would be a difficult question 
answer. At any rate, both markets are 
ak, and the very fact that quotations 
»w an absence of strength is influential 
restraining demand. 
The present state of affairs is by no 
eans to be construed as discouraging. 
iprovement in the leather industry has 
en pronounced in the last few months, 
d it is to be expected that reactions 
iould occur at intervals. The situation 
ith respect to prices and stocks is in de- 
led contrast with that existing a year 
o when quotations were unprofitably 
w and stocks of leather uncomfortably 
ch. 
It is not to be thought that the industry 
is completed all of its readjustments, 
wever, nor is it likely that the leather 
mpanies will experience a period of 
ady improvement culminating in pros- 
rity within a future that can be read 
the light of present prospects. Never- 
eless, it is fair to presume that the de- 
cts of last year and the fore part of this, 
ve definitely given way to profits of 
derate size. 
The footwear industry enjoys a more 
vorable position. The matter of prices 
still a stumbling block, and retailers 
ow backwardness in placing orders for 
pring delivery. Production is holding up, 
nwever, and the demand for shoes must 
entually make itself more fully felt. 








TOBACCO 








Cigarette Prices Reduced 


The most important recent development 
the tobacco industry has been the an- 
uncement of price reductions by all of 

leading cigarette manufacturers. 
hese cuts run from 40 to 50 cents per 
ousand. Although the underlying 
‘tives for these changes are not entirely 
ar, it is reasonahe to believe that com- 
titive conditions in the industry are 
en. It is not expected that a price- 
tting war will result, however. 


DECEMBER 9, 1922 


That production costs have been reduced 
and that lower selling prices may be partly 
justified on this basis also seems probable, 
if reference is made solely to the reduc- 
tion in operating costs attending a high 
rate of output. Labor costs have, how- 
ever, undoubtedly passed the low point in 
common with the trend in all industries, 
and raw materials are slightly higher, al- 
though not markedly so. 

While little has been heard of the price- 
cutting in retail and jobbing channels for 
several months, it is doubtful whether the 
trade was entirely stabilized, and recent 
price reductions by the makers is a con- 
structive influence in this direction, per- 
mitting all of the dealers to meet the 
lower prices named by those who have 
been doing the underselling. 





ALVIN W. KRECH ADVISES 
10-YEAR “DEBT 
HOLIDAY” 


(Continued from page 207) 














people at large to examine so important 
a question in the right spirit. Therefore, 
I propose that we should take a leaf out 
of Secretary Hughes’ book and declare a 
holiday of ten years for our Continental 
allies, during which the debt would be 
considered non-existent. After the ten 
years have elapsed, the question of cancel- 
lation should be taken up again. I believe 
that these ten years of an absolute sus- 
pension of the effects of the debt would 
create an atmosphere of judicious aloof- 
ness. We should then be in a much 
better position and also in a much better 
mood to approach so vast a proposition. 

“After all, it will be granted that in 
1931 things may look quite different from 
what they are now. Our debtors are 
hardy people who have weathered more 
than one storm, and ten years should wit- 
ness great changes for the better in their 
affairs. But the point is not so much to 
wait ten years in the hope that our Allies 
may be in a position to pay their debt. 
My proposition is not a veiled mora- 
torium. I conceived it in the hope that, 
ten years hence, conditions both in this 
country and abroad will have prepared a 
better terrain for the discussion of the 
problem.” 





ANSWERS TO INQUIRIES 


(Continued from page 259) 











stock market is definitely downward and 
that later on much more attractive oppor- 
tunities will be available. 


AMERICAN SNUFF 
Advise Profit-Taking 


Would like to know the financial standing 
of American Snuff. I hold 50 shares with a 
profit at present price of 139 of about fifteen 
points.—L. G., Atlanta, Ga, 


The Amercian Snuff Co. has outstand- 
ing $3,952,867 non-cumulative preferred 
stock and $11,000,000 common stock, on 
which the present dividend rate is 12% 
annually. Balance sheet as of Decem- 


PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their opera- 
tion. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 


The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 


request. Correspondence invited 


GEO. W. BUTLER & CO. 


Specialists in 
Puts and Calls 


Guarantecd by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 














Three Books of Real Merit 


The Real Estate Educator 


F. M. Payne (New 
Edition 1922). A re- 
pository of useful in- 
formation for ready 
reference, especially 
designed for Real 
Estate Investors, 
Operators, Builders, 
Contractors, Agents 
and Business Men. 
What you NEED to 
know, what you 
OUGHT to know. 
The New Edition con- 
tains The Federal 
Farm Loan System, 
How to Appraise 
Property, How to Ad- 
vertise Real Estate, 
The Torrens System 
of Registration, Avail- 
able U.S. Lands for Homesteads, The 
A B C of Realty and other useful 
information. 208 pages, cloth, $2.00, 
postpaid. 


The Vest Pocket Lawyer 


This elegant work, just published, con- 
tains the kind of ‘p’;rmation most 
people want. You ce. «now the law— 
what to do—what to avoid. It is a 
daily guide—a manual of reference for 
the business man—the law student— 
the justice of the peace—the notary 
public—the farmer—the clergyman— 
the merchant—the banker—the doctor. 
360 pages, printed on bible paper. 
Cloth, $1.50, postpaid. 


The Radio Educator 


The most complete and comprehensive 
work published; especially adapted for 
the beginner and student, free from 
commercial or professional bias. Con- 
tains 352 pages, filled with real Radio 
meat, 268 diagrams and illustrations; 
bound in full cloth. $1.50, postpaid. 
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A Short Distance From Pen nia 
and Grand Central Terminals-Within a 
Few Minutes of Everything Worth While 


THE HIGH-CLASS HOTEL WITH MODERATE 
RATES—ROOM WITH BATH $3.00 


Warren M. Goodspeed 
Resident Manager 


Edward C. Fogg 
Managing Director 













































THE MINES 
HANDBOOK 


WALTER HARVEY WEED, Editor 
1922 EDITION—VOLUME XV 
2400 Pages 


Indispensable to the Min- 
ing Man, Banker, Broker, 
Investor, Machinery 
Manufacturer 
Complete information on all the 
live metal mining companies of the 
world together with comprehen- 


sive statistics on the mining in- 
dustry. 


Price $15.00, postpaid 
Order NOW from 


&MAGAZINE 
oWALL STREET 


; 42 Broadway New York 
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ber 31, 1921, showed a working capital 
of approximately $6,750,000. Earnings 
were equivalent to 14.31% on the junior 
shares in 1921. 

The company occupies a dominant posi- 
tion in its field and is ably managed. 
However, the stock has had a very con- 
siderable advance and we consider that 
it has now discounted the outlook for 
some time to come. We would therefore 
recommend acceptance of profits in the 
stock, as sales at this level will, as we see 
it, result in opportunities to replace hold- 
ings to better advantage later. 


AMERICAN GAS & ELECTRIC 


Improvement in Earnings 


Would you advise selling American Gas € 
Electric stock. I note you advised selling 
speculative securities in the October 14 issue. 
What is the capitalization?—N. R., Pitts- 
burgh, Pa. 

American Gas & Electric Co. has out- 
standing a funded debt of $11,363,000; 
$7,808,400 6% cumulative preferred and 
$6,500,900 common, both preferred and 
common stocks having a par value of $50 
a share. The company has a funded debt 
of $3,863,000. The company operates in 
137 communities located in Pennsylvania, 
Ohio, Indiana, West Virginia, New Jer- 
sey and Illinois, having an aggregated 
population of over one million. The com- 
pany’s earnings have been showing im- 
provement in line with operating condi- 
tions confronting public utilities, result- 
ing in opportunities for more economical 
management. However, the stock is now 
selling around $170 a share and while 
we consider it a good holding, we are in- 
clined to recommend acceptance of prof- 
its therein under present market condi- 
tions. 


GILLETTE SAFETY RAZOR 
Has Excellent Record 


As the holder of some stock in the Gillette 
Safety Razor Co., I wouid like to have you 
furnish me with a report on this company.— 
J. A. W., Boston, Mass. 


Gillette Safety Razor Co. has shown a 
very consis:ent earning power over a long 
period of years. In every year, from 1912 
up to date, net income has shown an in- 
crease over the preceding year. This in- 
dicates a highly efficient management and 
a splendid selling organization. In the 
year 1921, earnings were equal to $28.03 
per share on the capital stock, as com- 
pared with $27.21 per share in 1920. While 
no official statement of earnings covering 
any part of the current year has been 
made public, sales of blades are running 
well ahead of 1921 and there is every 
reason for anticipating a favorable report. 


Financial condition is very strong, com- 
pany being entirely free of bank loans. 
Working capital is around 10 millions. 


Present dividend rate is $12 per share per 
annum, and in addition the company paid 
stock dividends this year totaling 10%. 
Capitaliza‘ion consists of 25 millions stock, 
und there funded debt. While we 
feel that this com) any has a bright future, 
it would appear that, at present levels of 
250, the stock has rather fully discounted 
the favorable factors in the situation. 


is no 
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FAMOUS PLAYERS 
Preferred Stock in Strong Position 


Your opinion as to the desirability of hold- 
ing Famous Players preferred stock for in- 
vestment is desired—N. D., Atlantic City, 
N. J 

The capitalization of Famous Players- 
Lasky Corp. consists of $9,250,000 8% 
preferred stock and 206,834 shares of 
common, no par value. There is no 
funded debt. In view of the fact that the 
company has a working capital alone of 
$10,823,000, the preferred stock would 
appear to be in a very strong position, and 
we regard it as a good business man’s 
holding. In 1921 and 1920 the company 
earned 50% on the preferred stock in 
these years, and in the first six months 


~~ 


of 1922 earned 21% on the preferred. 


ALL IS-CHALMERS 
Financial Cundition Excellent 


Please let me have a report on the financi:! 
condition of Allis-Chalmers.—R. T. G., D 
troit, Mich. 

The last balance sheet of Allis-Cha 
mers Manufacturing Co., published as of 
December 1, 1921, showed a very strong 
financial condition. The company was 
entirely free of bank loans and had cas 
and marketable securities on hand of 
$8,700,000. The working capital of the 
company, including inventories, was ap- 
proximately $24,000,000. This is very 
large, in view of the fact that the tot: 
capitalization of the company consists « 
$16,500,000 preferred and $26,000,000 con 
mon, with no funded debt. 





UNITED STATES RUBBER 
Earnings Unsatisfactory 


I note that for the siz months ended June 
30, U. 8S. Rubber earned 35 cents a share « 
the common. Could you let me know wh 
the report previous to this one showed? 
the stock a good purchase?—A. H. L., Wi 
chester, Mass. 


The report of the United States Rubber 
Company previous to the statement for 
the six months ended June 30, 1922, whic 
showed 35 cents a share earned on tl 
common stock, covered the year ended De- 
cember 31, 1921. In this period the con 
pany showed an operating loss of $492,81 
and after payment of preferred and com- 
mon dividends a deficit of $6,585,907. I 
addition to this the company was obliged 
to charge out of surplus over $10,000,0( 
representing depreciation in inventoric 
We do not favor the purchase of tl 
stock at the present time as the compet- 
tion in the tire industry is very keen and 
moreover general market conditions ar 
decidedly unfavorable. 


UNION BAG & PAPER 
Dividend Policy Uncertain 


I will appreciate a report on Union Bag ¢ 
Paper and your opinion as regards the safety 
of the present $6 dividend rate—J. A. B 
Washington, D. C. 

Union Bag & Paper for the year ended 
December 31, 1921, reported a deficit afte 
inventory adjustment of $723,397, and 
deficit after dividends of $1,888,263. Th» 
company is operating under more favor 
ale conditions in the current year and i 
is anticipated the present dividend of $ 
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ATTENTION! 


Secretaries of Corporations: 


Why not make your dividend 
announcements pay dividends ? 











Your stockholders are duly notified when a 
dividend is declared when they receive their 
checks; therefore, your notices appear in the 
newspapers only as a matter of record. Why 
not show prospective stockholders that you pay 
dividends regularly and thus build up good 
will? When your dividend notices appear only 
on the financial page of the daily newspapers 
they are read by those who are interested in the 
stock market and not the investors throughout 
| the country whom you should desire to reach. 


; The dividend and corporate announcements 
in this publication are read by 40,000 investors 
who offer an unsurpassed market for your se- 
curities. You can reach this 100% buyers cir- 
culation at the small cost of 65c a line. : 


Send us your next announcement! 








| 

Addres:: Advertising Dept. 
1! Magazine of Wall Street 

|| 42 BROADWAY NEW YORK 














PACIFIC OIL COMPANY 


DIVIDEND NO. 4 


A DIVIDEND of one dollar and fifty cents 
$1.50) per share on the Capital Stock of this 
ompany has been declared, payable at the Treas- 
irer’s Office, No. 165 Broadway, New York, 
N. Y., on January 20, 1923, to stockholders of 
cord at three o'clock P. M., Friday, December 
5, 1922. The stock transfer books will not be 
osed for the payment of this dividend. Cheques 
ill be mailed only to stockholders who have 
led dividend orders. 
HUGH NEILL, Treasurer. 

New York, N. Y., November 16, 1922. 





DIVIDEND NOTICE 
PACKARD MOTOR CAR COMPANY 
PREFERRED STOCK 


The 53rd quarterly dividend of one and three- 
1arters per cent (14%) on the Preferred Capi- 
1 Stock of the Company has been declared by 
e Board of Directors, payable December 15, 
922, to the holders of the Preferred. Stock of 
cord at the close of business November 30, 1922. 
he books will not be closed. 
FREDERICK R. ROBINSON, 

Secretary and Treasurer 
etroit, Michigan, 
ovember 20, 1922. 





DIVIDEND NOTICE 


PACKARD MOTOR CAR COMPANY 
COMMON STOCK 


A dividend of one hundred per cent (100%), 
1yable in Common Stock, has been declared by 
e Board of Directors, payable December 16, 
122, to the holders of the outstanding Common 
apital. Stock of the Company of record at the 
se of business December 9, 1922. The books 
ill not be closed. 
FREDERICK R. ROBINSON, 
Secretary and Treasurer 


etroit, Michigan, 
ovember 20, 1922. 





COMPUTING-TABULATING-RECOROING CO. 
50 Broad St, New York, N. Y. 
The Board of Directors of this company has 
day declared a regular quarterly dividend of 
1.50 per share, payable January 10, 1923, to 
ckholders of record at the close of business, 
1 December 22, 1922. Transfer books will not 


closed. 
W. F. BATTIN, Treasurer. 
November 28, 1922. 





AMERICAN TELEPHONE AND TELE- 
GRAPH COMPANY 


138d Dividend. 


The regular quarterly dividend of Two Dollars 
nd twenty-five cents per share will be paid on 
londay, Jenuaty 15, 1923, to stockholders of 
cord at the close of business on Wednesday, 
lecember 20, 1922. 


H. BLAIR-SMITH, 


Treasurer. 
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will be earned with a fair margin to spare. 
The losses sustained in 1921, however, 
forced the company to borrow rather 
heavily from the banks, and in order to 
clear up this indebtedness the company 
may be decidedly conservative in dividend 
payments for some time to come. Under 
these circumstances, we do not consider 
the present $6 rate as very secure, al- 
though there is a possibility of its being 
maintained. 


TIMKEN DETROIT AXLE 
Good Financial Condition 


Would you hold or sell out Timken Detroit 
Azle stock?—T. F. G., Bay City, Mich. 

Timken Detroit Axle Company in 1921 
showed a small operating loss. After re- 
ducing inventories to cost or market cur- 
rent assets December 31, 1921, totaled 
$8,350,104, against current liabilities of 
$2,427,301, leaving a working capital of 
nearly $6,000,000. Of course, operations 
in the current year have been on a much 
more favorable basis in view of the activ- 
ity in the automobile industry, and Vice- 
President Dickerson recently stated that 
the company “had good business ahead.” 
While this company is in good financial 
condition and showing up well in earnings 
at the present time, we believe it would 
be advisable for you to close out your 
shares for the reason that, as Timken De- 
troit has had a good advance this year, it 
might easily, under unfavorable market 
conditions, come down materially from 
present levels. 


COSDEN & CO. 
Favorable Earnings Statement 


I recently purchased 50 shares of Cosden € 
Co. stock at 52 and in view of good earnings 
I understand the company has shown this year 
I am considering averaging my initial cost by 
the purchase of additional stock at present 
levels of 47. Do you advise this?—D, L. C., 
Simmons, Ky 

Cosden & Co. for the first six months 
of 1922 reported $6.59 per share earned on 
its stock. This is an excellent showing, 
but the last six months are not expected 
to be as good in view of the decline in the 
price of crude oil. At the present time 
there is over-production of oil in the 
country and stocks are very large, so it is 
quite likely oil will remain at a low level 
for some little time. We believe in the 
long-pull possibilities of Cosden & Co. 
stock, but in view of the oil situation and 
unfavorable stock market conditions, we 
anticipate that it will work toward lower 
levels and instead of averaging our advice 
would be to sell out your present holdings 
and keep your funds in liquid condition 
awaiting an opportunity to repurchase at 
lower levels. 


INTERNATIONAL PETROLEUM, 
LIMITED 


Holdings in South America 


Have you any information about Interna- 
tional Petroleum, Ltd., and whcre the market 
is for the stock?—G. W., London, Eng. 

The International Petroleum Co., Ltd., 
is controlled by the Imperial Oil Co., Ltd., 
which in turn is controlled by the Standard 
Oil Company of New Jersey. The com- 
pany produces, refines and manufactures 
petroleum, natural gas, coal and mineral 




















The Gift 


appreciated most by 
men is a good cigar! 


—And the KING’S 
TASTE is the sweet- 
est, largest, purest 
3 Havana cigar that 
ever came in a Su- 
matra wrapper at—— 


$6.25 the box of 50 


These are strictly hand- 
made, five-inch Londres 
—in can or box of fifty 
each. Millions sold 
yearly. 


They Are Nationally Known 
“El Acquisito”’ 


clear Havana filler and 
shade - grown wrapper 
$6.25 - $7.25 - $8.75 for 
box or can of fifty. 


Pay the postman on 
delivery—or send 
check, cash or money 
order. Money refunded 
if not satisfied. 
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THOMAS C. PERKINS 
Constructive Banking 
B@ State St., Boston, Mass. 


Underwritings and 
Reorgenizations 











FORD REO PACHARD 
Detroit is market for Motor Stocks. 
Interesting information and markets 
on request. 

JOEL STOCKARD & COMPANY 


Penobscot Bldg., Detroit 
Members Detroit Stock Exchange 
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KEEP POSTED 


The books, booklets, circulars and special letters listed below have been 
prepared with the utmost care by investment houses of the highest standing. 
They will be sent free on request, direct from the issuing house. Ask for 


them by number. 


We urge our readers to take full advantage of this service. 
Address, Advertising Department, Magazine of Wall Street 





FORTY YEARS WITHOUT LOSS TO 

ANY INVESTOR 
A booklet which briefly describes the 
first mortgage bonds, safeguarded 
under the Straus Plan, the naure of 
the safeguards, and the definite 
reasons underlying the record of this 
house. (217) 


THE PARTIAL PAYMENT 
method of purchasing good securities 
in odd lots and full lots on convenient 
terms is explained in a free booklet 
issued by an old established New 
York Stock Exchange House. (224) 


ODD LOTS 
A well known New York Stock Ex- 
change firm has ready for free dis- 
tribution a booklet which explains 
the many advantages that trading in 
odd lots offers to both small and 
large investors. (225), 


“ODD LOTS” 
offer many advantages to both large 
and small investors. These are clearly 
and simply explained in a booklet now 
being distributed by a Stock Ex- 
change house which specializes in this 
field. (231), 


DENMARK 
as an attractive field for American in- 
vestors is discussed in an instructive 
booklet published by a house which 
specializes in Scandinavian bonds. 
(232) 

DECEMBER INVESTMENT SUGGES. 

TIONS 
A circular containing suggestions in 
bonds, preferred stocks and good, 
dividend-paying stocks for the invest- 
ment of December funds has been 
prepared by a New York Stock Ex- 
ings. (241) 

BETTER BOND INVESTMENT 
An interesting booklet ‘issued by a 
long established first mortgage bond 
house, giving a thorough and com- 


plete explanation of the methods em- 
played in negotiating their loans. 
(234) 


AN INTERESTING SERVICE LET- 
TER 


Issued by a well-known Stock Ex- 
change firm, calling attention to a 
new investment problem that con- 
frents the investor as a result of the 
remarkable transformation which has 
occurre? in the investment field dur- 
ing the past year. (237) 


SHORT TERM SECURITIES 
The most comprehensive manual on 
this tvpe of securities published in 
the Street. Issued by Salomon 
Brothers & Hutzler. Every investor 
should write for a copy. (238) 


FINANCIAL REMINDER AND 
READY REFERENCE RECORD 
A superior loose-leaf perpetual record 
for personal finances. [Illustrated cir- 


cular and sample sheets on request. 
(239) 


“MONEY TALKS” 
A booklet containing an_ illustrated 
story of the safety of first mortgage 
bonds. This is distributed by an in- 
stitution which guarantees payment of 
principal and interest on all its offer- 
ings. (241) 


A TAX EXEMPT BOND YIELDING 
6 PER CENT 


A Circular describing the $500,000 
issue of St. Lucie County, Florida- 
North St. Lucie River Drainage Bonds 
which are exempt from Federal In- 
come taxes as well as Florida State 
taxes. (242) 


BROKERAGE SERVICE IN LISTED 
STOCKS. 
Statistical information and _ balance 
sheets showing positions of corpora- 
tions and railroads (243) 























“Studies in Tape Reading’ 


? 


Richard D. Wyckoff 


A detailed analysis and explanation of the factors and prin- 
ciples that enter into the successful market operations of those 
who have access to the tape; but even for those who are not so 
fortunate, it contains rules and advices that mean dollars and 


cents in trading profits. 


As the number of copies available under this offer is limited, it is 
advisable to send in your order at once. 


COUPON... 


THE MAGAZINE OF WALL STREET, 
42 Broadway, New York. 


Gentlemen: Enclosed find $3.10. Send me a copy of Mr. Wyckoff’s “STUDIES IN 


TAPE READING.” 
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substances generally. Its holdings it 
South America consist of an area esti 
mated to be abo t 2,000,000 acres ir 
Colombia, about 600 square miles in Peri 
and 128,000 acres in Ecuador. The stock 
would seem to have good long-pull possi- 
bilities, but we are inclined to believe that 
the realization of them will be very slow 
as doubtless a great many millions of dol 
lars will have to be spent in developing 
the South American properties, and, fo 
this reason, dividends are likely to be smal 
for some time to come. There are 7,122, 
504 shares of stock. Present market i 
about 20 on the New York Curb. 





GREAT NORTHERN ORE 
Now on a $2 Basis 


It is my intention to purchase a few share 
of Great Northern Ore for the long pull. 
would like to have your opinion as te the ad 
visability of purchasing at present prices o 
about 30. Do you believe that by holding of 
I could obtain it still cheaper?—V. L., Cleve 
land, O 

Great Northern Ore has now reduce 
its dividend to $2 a share, and as a $ 
stock it appears to us to be selling hig! 
enough at present. Moreover, genera 
market conditions are very unfavorabl 
and we feel that if you have patience yor 
will be able to buy this stock at consider 
ably lower levels. 


DAVISON CHEMICAL 
Silica Gel Process Overrated 


Please let me have a little information i 
regard to Davison Chemical, together wit/ 
your opinion of its desirability at presei 
prices.—H. I. O., Lynn, Mass. 

Davison Chemical Co. manufacturer 
and sells sulphuric acid and phosphate, a 
well as other fertilizing materials. It ha 
outstanding a funded debt of aroun 
$2,774,000 and 218,700 shares capital stoc! 
of no par value. The stock had a ver) 
considerable advance, accompanied by re 
ports that a new invention called silica gel 
used in oil refining, would prove high! 
profitable. Our investigation, howeve: 
did not indicate any great value in th 
proposition, and the recent drastic declin 
in the shares from over 60 to 26, woul 
not seem to warrant the extravagant re 
ports which were broadcast when th 
stock was advancing. So far as actua 
operations are concerned, for the twelv: 
months ended December 31, 1921, the com 
pany showed a loss of over $400,000. W 
regard the stock as highly speculative an 
do not consider it a desirable holding eve: 
at present levels. 


ATTRACTIVE PREF. STOCKS 
Advise Holding These Three 


© My stock investments consist of Brown Sho 

7% preferred, Cluett Peabody 7% preferred an 
National Cloak & Suit 7% preferred. Do yor 
consider these good holdings?—G. K. P 
Zanesville, Ohio. 

National Cloak & Suit preferred, Cluet 
Peabody preferred and Brown Shoe pre 
ferred, in our opinion, are very good selec 
tions. These are not the highest grad 
preferred issues, but all three companie 
are in sound financial condition and show 
ing very good earnings at the present time 
We see no reason for making any change: 
in this investment. 
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What Associate Members Say 


about 


The Richard D.Wyckoff Analytical Staff Service 


“I am sending with this letter a record of my 
transactions since the first of August which was 
about the time | began receiving your advices. 
As you can see, | have followed your suggestions 
almost to the letter, and have been studying most 
carefully all of the reports which | have received 
from you, both of which | have found most 
profitable.” 

“It is very difficult for me to say which I am 
more thankful to you for: the profits in dollars, 
or what you have taught me about investing and 
speculation—(and the realization that there is 
always more to learn). May your good work 
continue.” sseseseses 


“Your two telegrams received; I acted on both 
and sold stocks which show me a profit today 
equal to four times the cost of your yearly Asso- 
ciate Members’ dues. I am more than pleased.” 

' 2 &« Be 

“Your Standard Plan is just the ideal method 
for one at this distance. I fully appreciate your 
service.” * * * * * 


“] have been an Associate Member for three 
months and should like to have you know that 
I think your service is most remarkable. Even 
on my small investments your service charge 
amounts to only 15% of my actual profits.” 

. eos 6 SS 

“The results during the first quarter have been 
a revelation. On an investment of $14,500 | 
have a cash balance with my broker of $17,000 
and sufficient book profit to raise the total to 
$23,500; a total profit of $9,000, over 60%, in 


2 % months. ~ = * * * * 


“You appear to have a throttle-hold on the 
security market. Profit-making is practically con- 
tinuous. My only regret is that I do not have 
more money to invest, but possibly following the 
various advices given will furnish it to me in due 
time.” _ ae 


“Il am more than pleased with results and will 
continue a member for the entire year.” 
's e¢ ses 8 8 
“I often wonder now how | ever had the nerve 
to ride in without knowing any more than | did 
previously.” sess es 


. . « it was my misfortune that I did not par- 
ticipate in it long before | did, for it has not only 
saved me a good many dollars in steering me clear 
from undesirable securities, but has put me in 
touch with many that have been very remuner- 
ative to me.” =. + = = 

“I am very well satisfied with the results ob- 
tained from following your instructions.” 


Such testimonials of value received 
should help to convince even the most 
skeptical that our service is thoroughly 
worth a trial. 


a * 7” * * 


The wisest course if you desire to secure 
maximum return on invested capital is to 
confer with us and lay your problems be- 
fore a staff of trained financial experts, 
who analyze and accurately gauge the fac- 
tors that make investing safe and profitable. 





“I feel that your monthly survey of the secur- 
ities of your clients is most valuable and is worth 
your fee for membership.” 

> * * * * 

“Your services rendered by your organization 
have proved of great benefit and we will gladly 
recommend this method of investment procedure 
to our friends.” 

ss &© & & 

“Your advices have been very satisfactory in- 
deed. I have spoken of your work very favorably 
to several friends of mine.” 

* * * * * 


“Thanks to your very excellent advice | am 
now in position where | can carry full lots of 
your Standard Plan recommendations as well as 
certain ones of your Supplementary Plan.” 

se 6€ & ¢ 


“I am very glad to say that it will give me 
pleasure to recommend your Staff, as only a short 
association with it has demonstrated to me that 
your recommendations are intelligent, able and 
conscientious.” 

se 6 * 

“You will be interested to know that | have 
just about doubled my original capital in the less 
than a year that | have been in ‘the market.’ 
Started last summer with about fifteen thousand 
dollars and now have just about thirty thousand, 
so it has worked out very well.” 

ees s 


“I wish to assure you of my appreciation of the 
service you are rendering to investors through 
your Staff. In the long run your assistance to in- 
vestors, as well as speculators, will be of ines- 
timable value.” 

* 2 * * 

“The Standard Plan is excellent—very conser- 
vative and comprehensive.” 

. . * . 7. 

“Your service is pleasing me greatly. It strikes 
me as being a service of perfection, and | would 
be most glad to recommend it to any prospective 
member at any time you so desire.” 

* 8s # * & 

“My experience with the Staff has been grati- 
fying to me. | am impressed with the ability, im- 
partiality and apparent thoroughness with which 
your work is conducted.” 

ss 6°S 8 

“One question upon which information was 
furnished me in great detail, was worth the entire 
quarterly fee.” 


—— = COUPON — ee — 


THE RICHARD D. WYCKOFF 
ANALYTICAL STAFF 


42 Broadway, New York. 
What can your staff do for me? 


or © both. 
(Mark the ones you are interested In.) 


Guccccccccccccecceses 
This is to be held in strictest confidence by you 
I understand there is no charge or obligation in sending for this 
info.mation, 
MEMO ccccccceces evcceccceceses ovccccceseccesese se eseee 
Address ee ceccccececcoesece Ceveccccescscccccvocesecees 
Phone ReSocesocceneesqnecesconcegosesooseoceeeees 
CEP GRE BORD. c cccccccccccsccccccovccesscccseces . 
Dec. 9 








for DECEMBER 9, 1922 








I am interested in C) Investments for a long pull or (> trading 


My present security holdings and available capital total approximately 


















The Advance Agent 
of Opportunity 


er oetenae investors know that in the “Final Edition” of The 
Chicago Daily News they receive the COMPLETE story of 
the financial day—and receive it TWELVE HOURS EAR- 


LIER than they find it in any morning newspaper. 


With its 401,698 yearly daily-average circulation The Daily 
News has not less than 1,200,000 daily readers who read it with an 
exceptional degree of interest and confidence built up by more 
than forty-six years of efficient newspaper service. Its carefully 
edited financial pages are read with intelligence and appreciation 
by an army of financially competent and willing investors, who 


regard it as a sound directory and guide. 


Your advertising message on these pages reaches the reader 
when his interest in investment is keen and personal and when 
his buying decisions are formed—in that home reading-hour when 


the buyer takes counsel with himself and his family. 


Discriminating advertisers seeking business at its source place 


their advertisements in 


The Chicago Daily News 


First in Chicago 
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